Busness Agm. 


VARKETING CONCEPTS 
Hee, 


IN 


CHANGING TIMES 


Edited by 


RICHARD M. HILL 


AMERICAN MARKETING ASSOCIATION 
UNIVERSITY OF MICHIGAN LIBRARIES 


Ubrary 
HF 
KA {7 
Ss 
XUM 


XUM 


i 


3U8. ADM. 
LIBRARY 


| 
| MARKETING CONCEPTS 
| 

| IN 


CHANGING TIMES 


XUM 


| 


XUM 


( 
4 
( 


MARKETING CONCEPTS 
IN 


CHANGING TIMES 


Edited by 
RICHARD M. HILL 


Associate Professor of Marketing 


College of Commerce and Business Administration 
University of Illinois 


AMERICAN MARKETING ASSOCIATION . {~< 
27 East Monroe Street | 
Chicago 3, Illinois 


XUM 


( 


Business Adm. Copyright © 1960 by 
Library 


4 AMERICAN MARKETING ASSOCIATION 
Gis 
¥ 
Members 4.00 
Hee Non- Members 6.00 


Price 


OTHER PROCEEDINGS AVAILABLE 


Price 
Member Non-Member 


Adaptive Behavior in Marketing 2.00 4.00 
Contributed papers from the December, 1956 
Conference of the Marketing Education Division 


MARKETING’S ROLE IN SCIENTIFIC MANAGEMENT _ 3.00 5.00 
Proceedings of the 39th National Conference, 
Detroit, June 1957 


SUCCESSFUL MARKETING: AT HOME AND ABROAD 3.50 6.00 
Proceedings of the 40th National Conference, 
Boston, June 1958 


ADVANCING MARKETING EFFICIENCY 4.00 6.00 
Proceedings of the 41st National Conference, { 
Chicago, December, 1958 


MARKETING KEYS TO PROFITS IN THE 1960’s 5.00 7.50 
Proceedings of the 42nd National Conference, 
Cleveland, June 1959 


Composition by BELJAN Ann Arbor, Mich. 


Lithoprinted in U.S.A. 
EDWARDS BROTHERS, INC. 
Ann Arbor, Michigan 


XUM 


AMERICAN MARKETING ASSOCIATION 


Headquarters of the American Marketing Association 
27 East Monroe Street Chicago 3, Ill. 


Vice President 


Robert E. Sessions 
Mead Johnson & Co. 
Evansville, Indiana 


Treasurer 
John P. Bennett 


I-T-E Circuit Breaker Company 


Philadelphia 30, Pennsylvania 


Vice President-Elect Vice President-Elect 
Edwin H. Sonnecken 


Victor P. Buell 


Vice President 
(Marketing Management) (Marketing Research) (Education) 


A. W. Harding 
C. E. Hooper, Inc. 
New York 22, New York 


OFFICERS (1959-60) 
President 


Reavis Cox 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


Samuel C. McMillan 
Storrs, Connecticut 


Secretary 

James D. Dodge 

Aluminum Company of Canada, Ltd. 
Montreal, Canada 


OFFICERS (1960-61) 
President-Elect 


William F. O’Dell 
Market Facts, Inc. 
Chicago 3, Illinois 


Vice President-Elect 
William R. Davidson 


The Hoover Company Market Planning Corp. The Ohio State University 


North Canton, Ohio 


R. S. Alexander 
Columbia University 
New York 27, New York 


Arthur A. Batts, Jr. 
ALCO Products, Inc. 
Schenectady 5, New York 


Theodore N. Beckman 
Ohio State University 
Columbus 10, Ohio 


Logan R. Brown 
Lever Brothers, Ltd. 
Toronto, Ontario, Canada 


New York 19, New York Columbus, Ohio 


DIRECTORS (1959-60) 


John P. Colman 

Ansco Div. General Aniline 
& Film Corporation 

Binghamton, New York 


Ben E. Edscorn 
International Shoe Company 
St. Louis 3, Missouri 


Nathaniel R. Kidder 
Kidder & Company 
Cambridge 38, Massachusetts 


John D. Louth 
McKinsey & Company 
San Francisco 4, California 


University of Connecticut 


Vice President Vice President 
(Association Development & Promotion) 


A. F. Smith 
A. O. Smith Corporation 
Milwaukee 1, Wisconsin 


Immediate Past President 
Wendell R. Smith 

Radio Corporation of America 
New York 20, New York 


Vice President-Elect 

Carl H. Henrikson, Jr. 
Stewart, Dougall & Associates 
New York 22, New York 


Robert V. Mitchell 
University of Illinois 
Urbana, Illinois 


Donald F. Mulvihill 
University of Alabama 
University, Alabama 


Margaret L. Reid 
Monsanto Chemical Company 
Springfield 2, Massachusetts 


Thomas A. Staudt 
Michigan State University 
East Lansing, Michigan 


Dik Warren Twedt 
Leo Burnett Company, Inc. 
Chicago 1, Illinois 


PUBLICATIONS POLICY AND REVIEW BOARD 


Chairman: Robert J. Eggert 
Ford Motor Company 
Dearborn, Michigan 


Edward C. Bursk 
Harvard University 
Boston 63, Massachusetts 


Theodore W. Kober 
Vickers & Benson, Ltd. 
Toronto 1, Canada 


Ralph L. Westfall 
Northwestern University 
Evanston, Illinois 


Hugh G. Wales 
University of Illinois 
Urbana, Illinois 


Executive Assistant 
American Marketing Association 
Mrs. Marguerite Kent 


Executive Director 
American Marketing Association 
Vance E. Lockhart 


NATIONAL CONFERENCE PROGRAM COMMITTEE 
THE 1959 WASHINGTON CONFERENCE 


Program Chairman 


Robert J. Holloway 
University of Minnesota 


Printed Program 


Dwight Gentry 
University of Maryland 


Publicity 


Roy Ashmen 
University of Maryland 


Treasurer 


Leonard Prestwich 
George Washington University 


Arrangements Chairman 


J. Allan Cook 
University of Maryland 


Registration 


Arthur Rayhawk 
The American University 


Facilities 


Naylor Fitzhugh 
Howard University 


Exhibits 


A. Rex Johnson 
George Washington University 


Proceedings Editor 


Richard M. Hill 
University of Illinois 


XUM 


‘ity 


XUM 


PREFACE 


HIS VOLUME contains the papers and remarks of those who 

participated in the 42nd National Conference of the American 
Marketing Association. The Editor is indebted to the speakers and 
the chairmen of the various sessions for cooperation that has 
speeded the publication of this volume. Thirty-two of the thirty- 
three formal speeches given at the conference are included here. 
It was not possible to provide a complete record of the exchange of 
views which followed some of the formal speeches, because all 
discussants did not submit copies of their comments. The two 
panel discussions were recorded by steno-typist and the comments 
of each panelist appear here in full. 

Beyond the correction of typographical errors, manuscripts 
have been altered only in the interest of achieving some semblance 
of uniformity in headings and footnotes. Changes in words, 
phrasing, and paragraphing have been kept to a minimum. How- 
ever, full responsibility is assumed for any errors which may 
have resulted from editorial revision. 


Richard M. Hill 


University of Illinois 
February, 1960 
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FEDERAL REGULATION OF 
COMPETITIVE PRACTICES 


SIGURD ANDERSON* 


Federal Trade Commission 


HAIRMAN Cook, Dr. Johnson, fellow panelists and ladies and 

gentlemen of the American Marketing Association. 

It is a pleasure for me to come here today and represent the 
Federal Trade Commission. A representative of the Commission 
could well appear before the American Marketing Association who 
in a certain sense does as much to guide the destiny of future mar- 
keters as any group that I know of. The good that you do, as Dr. 
Cook has pointed out, is indeed something that will redound to the 
benefit of the public in the years ahead. 

It is most appropriate that the American Marketing Association 
should take an inventory of marketing practices as we are about to 
enter the 1960’s, a decade that may well be the marketer’s dream. 
It is in that connection that I would like to discuss with you the 
important subject of ‘‘Federal Regulation of Competitive Prac- 
tices.’’ 

Competition is one of the greatest driving forces in the Amer- 
ican personality. In business, in politics, in athletics, in fact, in 
almost every phase of American life, you find that competition is a 
most necessary ingredient. The ‘‘will to excel’’ is most important 
to the American way of life. It must be borne in mind that com- 
petition is, and must be, subject to rules of conduct. Unrestrained 
competition could and would result in injury to persons and to in- 
stitutions. To properly guide competition, we have rules for foot- 
ball, for baseball, basketball, and golf and track and card playing 
and most any kind of game that you could mention. This is to 


*Sigurd Anderson has served as a member of the Federal Trade Commission 
Since 1955. He is also currently serving as Chairman of the Committee on Anti- 
trust and Trade Regulation Law of the Federal Bar Association. Mr. Anderson is a 
lawyer by training and has held a number of high public offices including two terms 
as Governor of South Dakota. 
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protect the game, to protect the competitors and to protect the 
members of the watching public. 

I come before you representatives of the Marketers of Ameri- 
ca to call to your attention that one of the most important things 
that goes into marketing is competition and that competition can 
be good or it can be bad and the future of the American economic 
community depends upon the nature of that competition. Govern- 
ments on national, State and local and, indeed, on international 
levels, have created ‘‘rules of the game’’ for those who buy and 
sell. Now I know that the idea of having rules for competitive 
practices is repugnant to many people because they like to think of 
the American way of life as a way that is entirely untrammeled, 
that is, not hindered in any way by ‘‘blocks’’ to the free play of 
competitive forces. In the business world, competition must be 
fair and clean and honest and legal and there can be vigorous 
competition even though that competition is fair, clean, vigorous, 
honest and legal. There are many that believe that when one goes 
into the market place as a marketer he should be free to roll up 
his sleeves and to pull off his gloves and compete in any manner 
that he sees fit. That, ladies and gentlemen, is just not so in this 
year of nineteen hundred and fifty nine! 

I could perform no more useful service to the marketer than 
to point out that in this competitive American economy, the govern- 
ment and particularly the Federal Government is very much in- 
terested in the modus operandi of the marketer who is engaged in 
interstate commerce. And I would point out to you that as teach- 
ers of marketing and those who guide the destiny of future mar- 
keters, you could well indeed caution your students that there are 
rules in the field of marketing that must not be overlooked, and 
that it isn’t just money, and sales, and quantity and quality that 
count, but there is that very important moral quality, namely, 
high competitive standards. It can be said today that the govern- 
ment is everybody’s next-door neighbor. No marketer can ignore 
this caveat: never overlook any government interest in how you 
run your business. This is not new as many people like to think; 
this is as old as the hills; the only thing is, there is more of it! 
And if people don’t believe that, I call attention to the almost 150 
volumes of the Federal Register that set out the rules and regula- 
tions under which business today has to operate. And I would like 
to say here that when laws multiply, they generally do so because 
of the fact that there are those in business who do not believe in 
observing the rules of good conduct. Public complaint about such 
conduct results in Congressional action to protect the public. 
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The Federal Trade Commission is just one agency in the field 
of Federal regulation. The Department of Justice, the FDA—the 
Food and Drug Administration—and the Department of Agriculture, 
and many others are in the field of regulation. In fact, there are 
225 Federal regulatory bodies. But just consider what the Federal 
Trade Commission has to do. We have jurisdiction under these 
acts: The Federal Trade Commission Act, The Clayton Act, as 
amended, The Webb-Pomerene Export Act, The McCarran-Fer- 
guson Insurance Regulation Act, The Lanham Trademark Act, The 
Wool Products Labeling Act, The Flammable Fabrics Act, The 
Fur Products Labeling Act and The Textile Fiber Products Identi- 
fication Act. There, ladies and gentlemen, we havean enumeration 
of acts that the Federal Trade Commission administers, that 
cover almost every phase of human activity, verily from the 
womb to the tomb. 

I would like to list some ‘‘red lights’’ for marketers. 


1. First of all, as Dr. Cook has pointed out, in the field 
of advertising, a marketer must be honest. He does not 
have a right to falsely advertise his products; he does 
have the right to ‘‘puff’’ his wares; he may say that he 
thinks his products are excellent and that they may be the 
best, but he does not have a right to materially mis- 
represent his products. I would like to point out that in 
the Algoma Lumber Company case, reported in 291 U. S. 
67, the Supreme Court said that the public is entitled to 
get what it chooses, though the choice may be dictated by 
caprice or by fashion or perhaps by ignorance. In other 
words, it is a direction to say that if you advertise some- 
thing, you had better advertise it fairly and honestly. 

The Federal Trade Commission is now engaged ina 
great campaign against false and misleading advertising. 
During the last two months, the American public has been 
advertising to the point where many people say they no 
longer believe what advertising says and does. It is in- 
deed unfortunate that an eleven-billion-dollar industry has 
to be put to the doubt such as is now taking place. I wish 
to re-emphasize that marketers must be careful that their 
advertising is not false and is notmisleading. There must 
be no pre-ticketing and there must be no comparative 
pricing that are calculated to deceive; there must be no 
bait advertising. All of these are gimmicks to ‘‘sell’’ the 
public, 
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I would like to point out that the old rule of ‘‘caveat 
emptor’’—let the buyer beware—has no legal or moral 
standing in the United States. Years ago, it was a battle 
of wits between the buyer and the seller. That is no 
longer the case, because the seller now has to have his 
product honestly and properly advertised and marketed. 

You should strongly advise your young charges that 
when they set out to sell a product, they should not ad- 
vertise it sensationally and falsely in order to gain public 
attention and then afterwards ‘‘get honest’’ when they have 
acquired a market. That, I’m afraid, is done too often in 
these United States. 


2. I would like to say also that price fixing is illegal per 
se. There is a temptation on the part of some marketers 
to say, ‘‘Let’s get together and fix a decent price,’’ or 
‘‘Why beat our heads against each other?’’ or ‘‘Why send 
somebody to the wall because we compete?’’ or ‘‘Let’s 
get together and set a price, one that we can all live with 
that will entitle us to the good things of life.’’ And so 
they get together and fix prices, as they have done in the 
past and as they are decreasingly doing now because of 
regulatory measures by the Government. 


3. Conspiratorial activities to fix prices, to allocate mar- 
kets and to limit production are all illegal per se. There 
are too many businessmen that haven’t gotten the idea 
that there are crimes that get over into the field of busi- 
ness. There are too many that still believe that the only 
crimes are murder, rape, burglary, arson, holdups and 
so on. There can be business crimes, too. It may be 
said that what may appear to a businessman to be a per- 
fectly legitimate deal, may not be so. What looks like 
good business may be unlawful business! 


4. I would like to point out that in certain cases a price 
discrimination may be a violation of Section 2(a) of the 
Clayton Act, as amended. Generally, you cannot have a 
price to this customer that is discriminatory as to that 
customer. Differing prices to different customers are 
possible only under certain conditions. The provisos in 
Section 2(a) and the defense in Section 2(b) should be very 
carefully considered and weighed when a pricing program 
is planned. Section 2(a) is the best known and probably 
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the most frequently violated section of the Clayton Act. 
It take no considerable detail to tell the story of what a 
discriminatory price will do to a nonfavored competitor 
in an industry where the margin of profit is very small. 
A discriminatory price could, and often does mean bank- 
ruptcy. 


5. It is also illegal to have brokerage arrangements 
whereby the buyers and sellers and certain brokers split 
or pass on fees. Section 2(c) of the Clayton Act, as 
amended, covers this point. At the present time, the 
F.T.C. has an interesting brokerage case before the 
Supreme Court. It is the Broch case, Docket 6484. 
Therein, the Commission held that a seller’s broker 
comes under the ban of 2(c), but the 7th Circuit Court 
held otherwise; hence our appeal. 


6. It should also be pointed out that certain allowances 
cannot be given to some customers and not to others. 
Many times we have a seller that says, ‘‘Sure, I’ll give 
Customer A an allowance for doing advertising, etc., but 
I won’t give it to Customer B,’’ and Customer B says, 
‘Well that’s a heck of a note. That’sbad for me competi- 
tion wise.’’ If the allowance runs into thousands of dol- 
lars, you’re right, it is bad for Customer B, so he com- 
plains about it. He comes to the Federal Trade Commis- 
sion, and what can we do? Our hands are tied. We have 
sworn to uphold the law, so we may investigate the com- 
plaint and may ultimately bring a suit against the seller 
and as a result, he gets a lot of publicity that he doesn’t 
like and maybe an order to cease and desist. 

A very recent case on discriminatory allowances is 
Federal Trade Commission vs. Simplicity Pattern Co., 
Inc., cited as 360 U. S. 55. In this case, decided by a 
unanimous court, holding for the Commission, the court 
said: 


We hold, therefore, that neither ‘cost-justifica- 
tion’ nor an absence of competitive injury mzy consti- 
tute ‘justification’ of a prima facie § 2(e) violation. 
The judgment of the Court of Appeals must according- 
ly be reversed insofar as it set aside and remanded 
the Commission’s order and affirmed as to the re- 
mainder. 
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7. Attention should also be called to Section 2(f) of the 
Clayton Act, as amended. Where the buyer solicits a 
favored price, discriminatory as to other competing 
customers and the negotiating buyers knows it is a fa- 
vored price, the buyer may be in violation of Section 2(f) 
and the seller may be violating Section 2(a). Negotiated 
deals may have some ‘‘built-in’’ traps for businessmen. 
A classic Section 2(f) case is Automatic Canteen Co. of 
America vs. F.T.C., 346 U.S. 61. It’s not easy fora 
seller to say. ‘‘No’’, to a large-volume buyer who know- 
ingly solicits a discriminatory price. For a seller to say 
“‘No’’ under such circumstances sometimes calls for 
battlefield bravery. 


8. It is possible to go down the line with more caveats, 
but time forbids anything more than mentioning such 
important matters as exclusive dealing arrangements 
that violate Section 3 of the Clayton Act, as amended; or 
illegal mergers that are proscribed by Section 7 of the 
Clayton Act, as amended. The rash of mergers the last 
ten years has been productive of much activity in the 
antimerger field by both the F.T.C. and the Department 
of Justice. Parties to a merger should carefully consider 
their action. Divestiture can be a painful course where 
full integration has been effected. Marketers should care- 
fully weigh interlocking directorate situations, selling 
below cost where the intent may be to injure a competi- 
tor or refuse to deal with or sell to certain types of 
customers. 


The ‘‘red lights’? or danger signals above referred to should 
not be lightly regarded by the marketer, because violators thereof 
may get into trouble with the Federal Government, resulting in an 
order to cease and desist or a court decree. The above list is a 
long list, but I want to point out that the list of defendants and re- 
spondents in antitrust and trade regulation cases is long,too! There 
is nothing like knowing what the answer is, and one conclusion that 
may be drawn from my remarks here this morning, is this: That 
it is well to know what the business laws are! I’m not putting ina 
plug for lawyers, but I do believe, ladies and gentlemen, that law- 
yers have not become unnecessary in our complex society. I have 
learned that many companies today are putting in house counsel 
departments to guide them, not only for their board meetings but 
to guide them in their daily operations, and not just retain lawyers 
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when they get sued. It pays to know. Today’s marketer should 
deal with the Federal Government not on the basis of a vulture sit- 
ing on the back of his chair, but as somebody with whom he is ina 
kind of a partnership. I want to say that 99 per cent of all mar- 
keters are honest and decent, but there are too many that are not; 
many of them because of the fact that they have not learned the 
legal facts of business life. And so here then this morning, I want 
to say as a representative of the Federal Trade Commission, it is 
a pleasure to come here to make an appeal to you that you as 
guides and as mentors and as teachers, as the ones who are going 
to develop the marketers of the future, have a wonderful opportu- 
nity to teach them that in the business and economic community, 
competition has to be kept free and fair and honest and decent. 
Any other competition is out of place. Any institution teaching and 
developing business leaders for tomorrow could well teach anti- 
trust and trade regulation courses with great profit. 

The F.T.C. stands ready, willing and able to assist the mar- 
keters, the members of the American Marketing Association, and 
the public generally with the problems of business competition. 
The Commission prefers to advise and prevent law suits rather 
than to try law suits. But we are ready to do both. The Commis- 
sion is dedicated to a cleaner and better competitive climate in the 
business community. But we don’t want to perform the task alone. 
We demand that the marketers of America perform their rightful 
duties. 

We invite the members of the American Marketing Association 
to become better acquainted with the Federal Trade Commission. 
The American Marketing Association and the Federal Trade Com- 
mission have much in common, 


PROMOTING BETTER MARKETING 
FOR SMALL BUSINESS 


WILFORD L. WHITE* 
Small Business Administration 


T is my pleasure to tell you something of one of the newest and 
most active Federal agencies, the Small Business Administra- 
tion. It is what is known as an independent agency with branch of- 
fices in 56 commercial and industral cities of this country. We 
have approximately 2,000 employees, assigned to programs in 
financial assistance, investment assistance, procurement and tech- 
nical assistance, and management assistance. 

My own responsibility is in the field of management, which is 
carried on in the Office of Management and Research Assistance. 
We have a small but specialized staff of about 30 in Washington 
and 15 in the field and carry on five management programs, all of 
which are educational in nature. They are: Administrative Man- 
agement Courses; Management Conferences; Management Publi- 
cations; Management Counseling, and Management Research. 


ADMINISTRATIVE MANAGEMENT COURSES 


In the past five years, over 600 administrative management 
courses have been open to over 20,000 owners and managers of 
smaller firms. These courses have been offered and financed 
through tuition by over 200 educational institutions including uni- 
versities, colleges, and high schools through distributive education. 
Many of the subjects taught relate directly or indirectly to mar- 
keting and it is quite probable that some of you have lectured be- 
fore these small but enthusiastic groups of 25 to 30 business 
practitioners. 


*Wilford White is Director of the Office of Management and Research Assist- 
ance, Small Business Administration. He holds the M.B.A. and D.C.S, degrees 
from Harvard and has had wide experience as both teacher and public servant. He 
is the author of Cooperative Retail Buying Associations and an editor of numerous 
reports on chain store operations. 
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Management Conferences 


Management conferences might be called one day courses which 
are again offered by educational institutions, professional business 
organizations, and other groups to top executives of smaller firms. 
A well-rounded conference will include a few talks, some work- 
shops, and possibly a clinic where the owners of these small busi- 
nesses can find answers to specific questions. 


Management Publications 


The Small Business Administration is proud of its management 
publications. Over 250 titles have been issued since SBA was 
organized in 1953. The series include Management Aids for Small 
Manufacturers (108 titles); Small Marketers Aids (for retailers, 
service firms, and wholesalers) (49 titles); and Technical Aids for 
Small Manufacturers (67 titles to date). These are processed, 
available free of charge to businessmen, teachers and students 
alike. 

If you are not on the mailing list for all three of these series, 
you should be. Pick up Form 115 F, fill in the blank lines on page 
2 and let any SBA employee have it. Your name will be placed on 
our mailing lists to receive the series freeof charge. Distribution 
of these runs into the millions. 

The Aids are revised and printed in an Annual, two years after 
they appear in processed form. Today, there are five Manage- 
ment Aid Annuals; two Technical Aids Annuals, and one Small 
Marketers Aid Annual. These are sold by GPO at nominal prices. 
Current distribution is now over one hundred thousand. 

The fifth series is also printed and sold by GPO. Small Busi- 
ness Management Series now has 23 titles ranging from Making 
Your Sales Figures Talk to Sales Training for a Small Manufac- 
turer, including Profitable Advertising for Small Industrial Goods 
Producers. The sale of all 23 in this series currently is well over 
700,000. 

The old E and O Series of the Department of Commerce has 
been transferred to the Small Business Administration and we have 
already revised and reissued the introductory volume, calling it 
Starting and Managing a Small Business of Your Own. A second 
volume appeared recently, called Starting and Managing a Small 
Credit Bureau and Collection Service. Others will follow. 

We contemplate starting another series to be called Manage- 
ment Research Series. SBA is considering the publication of one 
or two successful doctoral theses each year if written on some 
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subject of small business and containing original material in 
terms either of the subject or of the research techniques em- 
ployed, provided, that is, neither the educational institution ac- 
cepting the thesis nor the candidate can find other means for pub- 
lication. 

Finally, the Department of Commerce has turned over to us 
the Business Service Bulletins, originally published by them, 
which we are reissuing as Small Business Bulletins. These are 
issued free primarily for use in counseling and consist almost 
entirely at this time of bibliographies. Later, it is our intention 
to pick up the operating ration and financial requirements sheets 
originated by Commerce too. 

Generally speaking, these publications are written for us by 
professional and technical specialists, according to the subject 
covered in each instance. I expect that some of them have been 
written or revised by some of you in this room this morning. 

Aids offer the writer the opportunity to broadcast his ideas to 
businessmen and teachers. A small honorarium is provided for 
those who revise the Small Business Bulletins. We enter into a 
contract for the writing of the longer manuscripts making up the 
Small Business Management Series. 

To those who have helped us with this program, our sincere 
thanks. To others here, it is possible you may have some ideas 
which should find the light of day in one or another of these series. 
Please let us hear from you at any time. 


Management Counseling 


With our management publications, we reach millions of busi- 
nessmen annually. With our courses, we reach thousands of busi- 
nessmen, but only 25 or 30 at atime. But in our couseling, while 
we can and do reach a large number each year from our 56 field 
offices, we usually talk to just one small business owner at a time. 
Our first job is to find out what his management problem really is, 
then supply him with all the information our experience, publica- 
tions, and field libraries will permit, and finally, we may refer 
him to other public and private agencies including, possibly, your 
institution. There are about 7,000,000 owners and managers of 
small firms. They have many problems. To the degree they can 
be and are solved, the businesses involved are more profitable and 
this fact tends to strengthen the economy as a whole. 

We are now experimenting with two ideas, either one or both 
of which may interest you. First, we believe that it is possible to 
establish local committees of experts in many cities where the 
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owners of small business have management problems—which is 
everywhere—and refer appropriate cases to them for questioning, 
and possibly study and solution. These committees would be made 
up of experts in marketing, accounting, financing, production and 
related subjects and the program would be carried out without 
making a charge for such services unless the character of the 
problem was such as to require original research and study. If 
anyone has an idea on this subject, we would welcome hearing from 
him in as much detail as he cared to write. 

The other counseling idea which I want to refer to here relates 
directly to marketing. Last summer, we hired three marketing 
instructors of recognized ability and placed them in an Eastern, 
Middle Western and Western regional SBA office. They were asked 
to divide their time between three kinds of marketing situations. 
First, SBA is considering making a loan to a small manufacturer 
in which the market for his new or even his established product may 
be involved. We want to make a market analysis for that specific 
product. Second, we continually are working with small manufac- 
turers who are considering taking on a new product or two. Is 
there a market large enough to pay him to buy the machinery and 
start manufacturing this new product? 

Third, as you might know, there are hundreds of day-to-day 
marketing problems which come to the attention of our field men 
and an experienced marketing man can go a long way in helping 
most of the businessmen presenting them. We are currently going 
over the 1959 reports. Among other things, they contain some 
interesting cases which we may be able to make public and which 
you could use in your undergraduate and graduate teaching. Right 
now, we are considering repeating this summer program again 
next summer in two or three more regional offices. And it is pos- 
sible that eventually we may place a trained marketing man in each 
of the fifteen regional offices. If anyoneherehas an idea which can 
be applied to this program, we would be glad to hear from him. 


Management Research 


Management research is the program that most of you are in- 
terested in right now, I expect. It is new, starting in the fall of 
1958, and some funds are available for the use of state agencies 
and educational institutions listed in the law establishing the pro- 
gram. 

The basic law (Section 7(d) of the Small Business Act as amend- 
ed) states that the Small Business Administration can make annual 
grants up to $40,000 to state agencies and educational institutions 
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for research, studies, and counseling into the management prob- 
lems of small business, provided only one grant is made in each 
state each year. 

The primary purpose of this program, as we see it in SBA, is 
to help the owners of small business to improve their own man- 
agement and maintain a profitable business. In other words, it is 
to help small business help itself. 

Last June, the Administrator of this agency made 52 grants 
totalling about $1,900,000, one in each state of the union plus the 
District of Columbia and Puerto Rico. These 52 grants were 
selected from 92 proposals and will result in new and current in- 
formation on 98 different subjects. Most of the reports will be 
due during the calendar year 1960. A limited number of the full 
reports will be available, but summaries of each one will be proc- 
essed and distributed to those interested enough to request them. 

Among the 1959 projects are anumber involving marketing. Let 
me name a few: Some effects of the growth of planned and con- 
trolled shopping centers on small retailers (University of Con- 
necticut); Success factors in the management of small food whole- 
saling and retailing businesses (University of Delaware); Selection 
and generation of new product ideas for small manufacturers 
(University of Colorado); Research on operating and marketing 
problems on small business enterprises engaged in lead and zinc 
mining (Montana State Planning Board); Retail store hour survey 
in all of the Nebraska towns of 10,000-25,000 population (University 
of Nebraska); The extent of retail advertising as a management 
tool—its scope and importance in small business (University of 
Nevada); Industrial market potentials for selected North Dakota 
agricultural commodities (University of North Dakota); Factors 
which should determine the location of small retail firms (Okla- 
homa Department of Commerce and Industry); Regulation of retail 
competition in Washington State; and Pricing policies andpractices 
of small manufacturers in Washington State (both by University of 
Washington, Seattle). 

While these studies are conducted for the primary purpose of 
providing the owners of smaller firms with new information on 
which to base their policies and operations, they should also prove 
useful to you in your teaching. Certainly, the resulting information 
should be current. 

Proposals for the 1960 grants were received in Washington up 
to October 31, 1959. In all, 149 such proposals were received 
containing 216 different projects. We are reviewing these now, 
corresponding with the proposers (including some of you, possibly), 
sending our summaries and sometimes the entire proposal to ex- 
perts in other Government agencies for their critical review. 
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A few of the problems which we face daily are these: Titles 
are not clear and descriptions are inadequate. Some institutions 
do not realize the importance of the project director to its ultimate 
success, make their selections too casually or donot fully describe 
the qualifications or writings of their selection. Costs are not 
estimated with care. This is a grant program but the law does not 
allow us just to hand out the money with no strings attached. This 
is not an opportunity for some professor to study in detail his pet 
subject for research. Suppose you were asked to determine the 
practical value of the following study for small business: ‘‘The 
Effect of the Economic Man Upon Modern Industry.’’ These studies 
have been established by Congress for the sole purpose of pro- 
viding new information for the use of the owners of smaller firms. 
Please remember this if you should receive any questions from us 
relative to your own proposal. 

It must be evident that if SBA or any other organization is going 
to supervise the making of grants for research into the management 
problems of small business, we will inevitably duplicate what has 
already been done unless we acquaint ourselves fully with what has 
already been completed and published as well as what is currently 
in process of study and publication. 

In order to meet this problem headon, three investigations have 
been started. The University of Texas is currently making a study 
of economic and business research recently completed and about 
to be completed by educational institutions in this country. This 
will include doctoral and masters theses and faculty research. 
The Ohio State University is studying what private business firms 
are issuing which would be of use to small business. This ia a 
harder task but it will be equally rewarding when completed be- 
cause it too will draw together data about a vast source of infor- 
mation now widely scattered across the country. Our own SBA 
Library is making a third study of Federal Government sources of 
similar information. This may sound like an easy assignment, but 
it is not, as the more experienced among you know so well. 

Within a year, this information should start becoming available. 
It will be published by SBA and widely distributed by the Govern- 
ment Printing Office at a nominal charge. If this information 
proves of value, it will probably be possible to revise it every 
other year and thus build up new sources of information of use not 
only to small and large businesses, organized business, but the 
educational world as well. 

As I stated at the outset, these all are educational programs. 
If the small business of the future is to be successful, meaning 
profitable, its management must be educated sufficiently to guide 
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the course of each firm through the schools into the open sea of 
competition and success. 

Education is a function of educational institutions and educators. 
Adult education is becoming more and more the function of your 
profession. SBA wants to join with you and wisk»s you to join with 
us in this exciting and purposeful opportunity toh«lp small business 
to help itself. You have certain knowledge sand facilities. We 
possibly have other complimentary ones. 

As you return to your offices and class rooms, I would like to 
suggest that you consider this offer and determine whether, if in 
your instance, there is something you can do for small business of 
your community which you are not now doing. Please consider if 
there is anything you can do better by working with SAM or some 
other public or private organization. Then do something about it 
just as soon as you have those semester papers out of the way and 
the blue books graded next month. 

In the few moments remaining to me, I would like to take the 
liberty of suggesting a few things you might do and do this school 
year, if time permits. 

You are teaching the owners of small business of tomorrow. 
Yet, if you are doing what I felt I used to have to do at the Univer- 
sity of Texas, you are telling them about big business, you are 
asking them to read material primarily written about big business, 
and you are assuming the fact that most of them will go into big 
business. I was pleased when I helped one of my top ranking sen- 
iors get a job with IBM or General Foods, or the Gulf Oil Company 
or some other large firm. But as I look back upon the experiences 
of these students, who were graduated thirty years ago or so, I 
find a remarkable number of them running dad’s country store, 
which is now a fine supermarket; or operating a local insurance 
and real estate agency; or making good money operating a whole- 
sale grocery and produce house; or operating a profitable machine 
shop. They are happy. They are making good money, if you wish 
to measure it by their ownership of a Cadillac which is paid for. 
They are prominent citizens in their own communities. And they 
are owners of their own firms. 

In my day, thirty years ago, there was some excuse for not 
referring to small business more frequently in writing and teach- 
ing because there was so little information available about small 
business. Today, however, conditions are changing. You can 
hardly pick up a business magazine without finding at least one 
sound article on the subject. SBA itself has issued booklets and 
leaflets on many management subjects since 1953. We are issuing 
about fifty new ones each school year. Most of them are yours for 
the asking. 
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In closing, I would like to emphasize the growing attention 
being given to small business and its profitable growth by big busi- 
ness, educators and Government alike. I have suggested ways in 
which the Small Business Administration is working with small 
business, especially as the work relates to marketing, and I have 
tried to point out opportunities in this area for you teachers of and 
researchers into marketing. Finally, I hope that the members of 
AMA, and the employees of SBA can work together in this new and 
interesting field of business education. 
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MARKETING AGRICULTURAL 
SURPLUSES 


ORIS V. WELLS* 
U. S. Department of Agriculture 


URPLUSES somehow seem to attract agricultural speakers. 

However, surpluses once marketed are no longer surpluses. 
So I really have no choice but to talk about ‘‘Marketing Farm 
Products— Problems and Possibilities.’’ 

This is not an easy way out. 

Marketing farm products is a complex, difficult task. I find 
myself, for example, in complete agreement with the distinguished 
college professor whose recent analysis of the workings of our 
economic universe led to the conclusion that: 

‘‘Watermelons are trickier to sell than to grow.”’ 

Marketing is something that farmers and those handling farm 
products can no longer take for granted. I know, of course, that 
marketing is not the whole answer to our agricultural problems, 
both great and small. But successful marketing is the only really 
satisfactory continuing solution to many of our farm problems, 
including the surplus problem. 

The easiest way to talk about the problems associated with 
marketing is to outline the basic elements in an overall marketing 
program. These are: 

(1) Efficient Production: Obviously both farmers andbusiness- 
men handling farm or food products are in a far more strategic 
position to successfully move their products at satisfactory prices 
when their production processes, whether they are producing farm 
products or marketing services, are most efficient. 


*Oris V. Wells is Administrator of the Agricultural Marketing Service, U. S. 
Department of Agriculture, a position he has held since 1953. Mr. Wells has had a 
long and distinguished career as an agricultural economist. He was awarded an 
honorary Sc.D. degree by Montana State College in 1950, the LL.D. degree by New 
Mexico State College of Agriculture and Mechanical Arts in 1952, and in 1954 re- 
ceived the Distinguished Service Award of the Department of Agriculture. Mr. 
Wells has also served as President of the American Farm Economic Association. 
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Note that we want efficiency, or more precisely, low costs, in 
producing both farm products and marketing services. Today, 
marketing agencies account for 60 cents of each dollar spent for 
food at retail, while farmers get 40 cents. For textile and tobacco 
products, the averages for the marketing agencies run about 85 
cents; for farmers, about 15 cents out of each retail dollar. 

(2) Research: Efficient production not only means the efficient 
management of resources by farmers and marketing agencies but 
also in the world in which we now live, continuing attention to find- 
ing new and better ways of doing the job. Research to find new 
uses for farm products or to improve them for existing uses is 
equally important. 

Production research we know how to do; the pioneer areas are 
utilization and more precisely, both in terms of know-how and 
acceptance, marketing research. 

(3) Pricing: One of the reasons for wanting efficient production 
is in order to allow farmers or industry to obtain adequate returns 
from selling their products or services at as attractive prices as 
possible in the open, competitive market. 

Let me make it clear I am not talking about distress prices and 
that I recognize that price, important as it is, is not the only fac- 
tor which helps to build and hold a market. Further, there are 
times and places where certain rules are established in order to 
regulate or equalize bargaining positions—for example, various 
regulatory laws and our marketing agreements and orders for 
fruits, vegetables, and milk. Purchase programs and support 
prices also of course limit the operation of the price factor. 

(4) Quality: Quality products are essential not only at the farm 
level but all the way through to the retail market. Quality is an 
important competitive factor. This of course is generally agreed 
to but here again we find that developing and maintaining really 
discriminating standards is no easy task. 

(5) Promotion or Market Development: As already indicated, 
price. is only one part of the competitive process. Quality is 
another. Finally, we are well aware that consumers are in consi- 
derable part motivated by various merchandising or promotional 
appeals. Many of the newer developments in food merchandising, 
for example, have to do with offering consumers conveniences or 
“built-in maid service.’’ This whole field of merchandising and 
promotion is one which farmers and farm groups are now endeav- 
oring to appraise. 

So far as we can estimate, there are now over 1,000 different 
efforts on the part of farm groups to assist in merchandising farm 
commodities. This includes farmer cooperatives, producer groups 
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and processor or shipper groups, operating either separately or 
together; as well as various State councils, commissions, or boards 
which carry on programs from funds derived by assessments or 
check-offs on the particular farm product. A few of these are 
multi-million-dollar programs—for example, the American Dairy 
Association, California Sunkist Growers and Florida Citrus Com- 
mission, and the American Sheep Producers Council. However, 
total expenditures of all these basically farm-financed groups 
currently run not more than about 75 million dollars, about half of 
which is spent for advertising with the remainder going to public 
relations, consumer education, and merchandising aids, including 
supplying point-of-sale material. The real problem for most of 
these groups, then, has to do with so using their funds as to get the 
maximum multiplier effect since industry sources are now spending 
somewhere between 1.7 and 2 billion dollars annually on adverti- 
sing and merchandising food alone. Substantial sums are being 
spent by several of the commodity groups in endeavoring to pro- 
mote markets abroad. 

(6) Efficient production of well-merchandised quality commodi- 
ties which can sell at competitive prices is what we might call the 
‘normal’’ formula for successful marketing. 

Surpluses do raise special marketing problems, however, and 
we are now and will likely continue for some time to engage in 
special surplus disposal activities. 

These include the donation of surplus agricultural foods to our 
own school lunch programs, charitable institutions, and needy peo~ 
ples, as well as the movement of sizable quantities of such sur- 
pluses to friendly people abroad. 

The total value of donated foods for the fiscal year ended June 
30, 1959, was 414 million dollars—67 million dollars for schools, 
137 million dollars for charitable institutions and needy families 
within the United States, and 210 million dollars for donated food 
going to needy people in friendly countries abroad through the good 
offices of such agencies as CARE, American Friends Service Com- 
mittee, Church World Service, Catholic Relief Services-National 
Catholic Welfare Conference, and Hadassah. 

We are also now moving close to $1,500 million worth of farm 
products annually to foreign countries in exchange for noncon- 
vertible foreign currencies which are inturnusedto meet expenses 
of the U. S. Government or loaned back to the receiving nations to 
assist in their own economic development. 

Now, finally, a few last words about market possibilities, now 
and over the years ahead. 

America is a fabulous food market. 
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We now have over 175 million people in the United States who 
use almost $400 worth of food and associated marketing services 
per capita per year—or $70 billion total. Our population is in- 
creasing at the rate of 22 million or more a year, and we are all 
dedicated in one way or another to maintaining the kind of economy 
which means a rising standard of living for an increasing number 
of people into the indefinite future. As we look ahead, there are 
still opportunities for substantially upgrading the diets of many 
American families. At the same time, we have discovered over 
the last several years the aggressive and continuing efforts to 
move American farm products abroad (at competitive prices in 
dollar markets and for nonconvertible currencies in nondollar 
markets) are more rewarding then many people had previously 
thought. 
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PROMISES AND PITFALLS OF 
DEPTH INTERVIEWING 


WALLACE O. YODER* 
Indiana University 


EGINNING nearly ten years ago we began to hear rumors of 

the increased use of depth interviewing and other forms of 
semi-psychoanalytic techniques as part of the research related to 
advertising and other marketing problems. Popular and profes- 
sional interest in these procedures and their results reached its 
peak after the middle of the decade and has been sustained at a 
high level since that time. This may well be an appropriate time 
to recapitulate some of the general achievements which have de- 
rived from this interesting and still controversial area. 

Since the term ‘‘depth interview’’ has almost as many mean- 
ings as there are persons who talk about the subject, it may be 
well for the purposes of this paper to decide just what we are 
talking about. All discussions, however different their points of 
view, seem to indicate certain characteristics which are common 
to all the varieties of procedure which are called by this term. 


First, they are all characterized by an absence of for- 
mality in the relation between the interviewer and the 
respondent. 


Second, they are characterized by absence of or at least 
limited prestructuring of the questioning procedure. 


Third, the information obtained is interpreted subjec- 
tively. 


*Wallace O. Yoder is Associate Professor of Marketing at Indiana University. 
He has served on the faculty of the University since 1953, first as Associate Di- 
rector of the Bureau of Business Research and in his present position since 1956. 
Professor Yoder earned his Masters Degree at the State University of lowa and his 
Doctorate at Indiana University. He is author of Indiana’s Economic Resources and 
Potential, and co-author of Population and the Work Force, Agriculture, and Ori- 
entation to Business Research. 
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Fourth, they seek to discover relationships between 
product and people. 


Fifth, they do not preassume that certain relationships 
and attitudes are important and that certain others are 
insignificant. 


Within this relatively simple framework there are ranges in 
depth, from extremely intensive probing of the unconscious, emo- 
tional drives of individuals bordering on the clinical, to relatively 
superficial procedures with fairly large groups in which the ques- 
tioning process has been given a rather firm structure. The in- 
terviewing and interpretation are performed by persons who rank 
in skill and understanding all the way from expert clinical psy- 
chologists to persons whose sole claim to expertness in these 
matters arises from their own personal willingness to be called 
experts. 

The increasing popularity of this type of research arose par- 
tially because of recognized inadequacies of formal questionnaire 
procedures analyzed by statistical techniques. In many investiga- 
tions it became clear, ex post, that the wrong questions had been 
asked, that possible responses were restricted to facilitate coding 
and analysis, that interviewers and respondents frequently could 
not communicate adequately, and that in many instances respond- 
ents could not and in other situations would not give truthful re- 
sponses to the verbal stimuli presented in the questions. Many 
questionnaire studies were naturally limited in scope to the in- 
formation areas which sales or advertising people considered to 
be important, or what was worse, to areas which would support 
decisions already made or opinions already held. This is not to 
mention research resulting in generalizations based on samples 
which were not statistically sound conducted by incompetent or 
biased interviewers. 

Well-publicized success stories of depth interviewing and other 
forms of interviewing reported under the exotic term ‘‘motivation 
research’’ created tremendous interest among both practioners 
and academic people. Presumably during this period there were 
also some failures of the method to provide adequate predictive 
insight for marketing purposes, but most of these studies seem to 
have been buried without public ceremony except for an announced 
change in advertising agency representation. 

To the extent that depth interview studies are based on psy- 
choanalytic interpretation of unconscious associations or associa- 
tions which were difficult to verbalize, some notable examples 
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were discovered of the existence of frictional attitudes which 
would militate against wide general acceptance of certain products 
unless the positive aspects of the product-consumer relationship 
could be emphasized strongly enough to overcome the resistance. 
Thus, one significant contribution of depth interviewing was to re- 
direct our attention to this ambivalence of people’s motivations 
toward all products and all buying situations. 

Although the published title of this brief discussion is ‘‘The 
Promises and Pitfalls of Depth Interviewing’’ it might better have 
been called the contributions and criticisms since it seems likely 
that the promises have already been fulfilled, at least in a general 
way, as this form of research has come into its own as a useful 
addition to the kit of tools of marketing research. I should like to 
discuss here what seem to me to be four major contributions to 
the greater effectiveness of marketing operations as a result of 
the publicized uses of depth interviewing. 

Most of the qualitative research of which the depth interview is 
one specific technique has been characterized as motivation re- 
search or a search for the kinds of needs which people attempt to 
satisfy with specific goods and types of goods, One of the results 
of this kind of research has been a better understanding of the 
kinds of personal problems which people attempt to solve by 
means of product-person relationships. With this has come rec- 
ognition that in a society such as ours and perhaps in all societies, 
the part played by the functioning of a good in the lives of people, 
while certainly not negligible, may nevertheless form a relatively 
small part of the sum total of need fulfillment represented by the 
acquisition and use of the good. Sheer personal honesty compels 
us to recognize introspectively that the purely functional part of 
the value of the automobile, which is to transport a given number 
of persons, any distance under given traffic conditions, within 
certain relatively fixed time limits, can be achieved for expendi- 
tures much less than most of us actually make. We are also well 
aware that our functional needs for clothing can be met adequately 
with lined blue jeans, sweat shirts and lined denim jackets in the 
winter time, and in summer, in the area of the country from which 
I come, by wearing nothing except some minor concession to the 
modesty content of the cultural norm. Similarly our functional 
needs for food can be met at the adequate level of health by a diet 
of oatmeal, soybean meal, and lard. This reduction of functional 
needs to the absurdities suggested, calls our attention to the fact 
that in the value content of the person-goods relationship in many 
types of goods, the functional content is extremely small and that 
the culturally imposed, symbolic values are very real and 
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constitute a large part of the values which people seek and get 
when they acquire goods. 

This general type of value system is not unique to our society 
or even to a very wealthy society. Rather the use of goods as 
symbols of group identification, or personal aspiration, as identi- 
fiable tokens of accomplishment seems to be as nearly a cultural 
universal as is the tabu against incest. Nor are these non-func- 
tional values necessarily uneconomic. To the extent that most of 
us must work with and live in groups of people, our ability to work 
with and live with others depends in no small degree on our will- 
ingness and ability to acquire the symbols of the group relation- 
ship. The unique, extraordinarily talented individual may elect not 
to conform and still function effectively. For most of us, however, 
non-conformity destroys our ability to perform our jobs properly 
as a result of the sanctions which every group imposes on individ- 
uals who ostracize themselves. 

Obviously, not all this realization of the psychological and so- 
cial nature of the personal problems has developed directly as the 
result of depth interviewing or even other forms of motivation re- 
search. Still for many of us the use of these techniques redirected 
our attention to the whole range of the behavioral sciences and the 
possibilities that these might have much to offer to the student of 
consumer behavior. 

Another distinct contribution to our understanding of the prod- 
uct-person relationship has resulted from the use of unstructured 
depth interview technique. This has been to reveal the peculiarly 
complex nature of human behavior with respect to goods. Particu- 
larly, I refer here to the existence of ambivalent attitudes of peo- 
ple toward specific goods and types of goods. Mason Haire’s in- 
stant coffee study, the Stanford Research Institute’s study of 
trading stamps, the Pan American Coffee Institute’s study on 
coffee, and nearly every published report of this sort of research 
indicate clearly that instead of simple approach or avoidance at- 
titudes of the type which we customarily attempt to test through 
conventional techniques, there exist complexes of attitudes and 
motivations some of which tend to drive us toward purchase or 
acquisition while other attitudes or feelings retard, restrain and 
inhibit purchase. Thus the acquisition of a particular good is 
rarely if ever accompanied by a feeling of complete satisfaction 
with the action but is always tinged, sometimes quite strongly, 
with an accompaniment of frustration or guilt. The almost uni- 
versal existence of this ambivalence suggests that any seemingly 
firm pattern of consumer attitudes or behavior can better be in- 
terpreted as a situation of unstable equilibrium requiring only a 
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slight increase in negative valence on the part of some con- 
sumers to upset the marketer’s apple cart. 

One other result of the utilization of behavioral research tech- 
niques has been to call our attention to the importance of differ- 
ences as well as the similarities between individuals and between 
groups of individuals. One major benefit which may result from 
this is to eliminate from the textbooks and from our jargon, the 
term, ‘‘The Ultimate Consumer.’’ The possibility of grouping 
consumers on the basis of similarities of psychological and social 
needs rather than on the more conventional bases of geographic 
location and income certainly has not as yet received the attention 
and study which it deserves. 

On the critical side of our examination of depth interviewing 
there are several points which ought to be considered. Perhaps 
the most significant of these derive from the wide publicity which 
a few ‘successful cases received. I refer here to the natural tend- 
ency for everyone to try to get into the act either as buyers of 
depth interview research or as practioners of the art. The inno- 
cence with which presumably mature business men have author- 
ized astounding sums of money for this new and esoteric toy in 
comparison with relatively piddling sums for such basic research 
as quantitative measurement of markets and solid sales forecast- 
ing attracted many persons who were outright incompetents to of- 
fer their services. Depth interviewing at its best requires an 
unusually high degree of ability on the part of both interviewer and 
interpreter. The scarcity of this type of talent created such a 
seller’s market that almost anyone with some slight knowledge of 
the behavioral sciences and the necessary amount of nerve could 
represent himself successfully as an expert. 

A second criticism stems from the tendency to extend the use 
of the technique beyond the scope of its most useful application. 
This seems to have been based upon the halo effect surrounding 
some of the early studies which resulted in the wide-spread belief 
that there at last is a final solution to all the complex marketing 
problems which beset us. 

A third criticism related to the second develops from the tend- 
ency, particularly noted in advertising, but also apparent in prod- 
uct design, to de-emphasize the functional aspects of the person- 
product relationship. In some instances there has been apparent 
belief that there is no limit to the amount of functional inadequacy 
which cannot be offset by some psychological gimmick. This is 
an overt assumption that most of us are idiots, and that we can be 
fooled year after year into substituting Freudian and other sym- 
bolic values for performance. 
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One more critical point and I am through. It seems to me that 
at least temporarily the depth interview boom caused a general 
slackening in our efforts to do better jobs of conventional types of 
research, to substitute a difficult, complex and esoteric technique 
for simpler procedures, more precisely performed, and subject 
to quantification and validation. This might indeed have been the 
greatest disservice to the cause of efficient marketing which might 
be charged to depth interviewing. 

In summary I believe the major promises of depth interviewing 
have been fulfilled. It remains as a useful research tool which has 
provided a better understanding of the kinds of personal problems 
which people attempt to solve in product-person relationships. In 
the process our attention has been redirected toward the behav- 
ioral sciences and their possible contribution to our knowledge of 
consumer behavior. Depth interviewing has also helped to reveal 
the complex nature of behavior with respect to goods, particularly 
the existence of ambivalent attitudes which are subject to appar- 
ently sudden shifts in preferences. Finally in calling our attention 
to the differences as well as the similarities between persons and 
groups it raises the possibility of market segmentation based on 
perception of psychological and social needs and may, and I say 
this hopefully, remove the term ‘‘The Ultimate Consumer’’ from 
our vocabulary. 

On the critical side I deplore the practice of a complex tech- 
nique by incompetents, and extending the use of depth interviewing 
beyond its most useful application. I regret also the tendency to 
underemphasize the functional aspects of the product-person re- 
lationship but I’m sure that we, as consumers, will correct this 
when we vote our dollars. Finally, the temporary slackening in 
our efforts to do better jobs of conventional research and to neg- 
lect basic research on the quantitative aspects of market struc- 
ture may have been a great disservice. Personally I feel that 
depth interviewing has now settled down to its own peculiar, 
unique and valuable place in our total kit of research tools. 
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THE DEPTH INTERVIEW AS A 
RESEARCH TOOL 


CLARK L. WILSON* 
Batten, Barton, Durstine & Osborn, Inc. 


HANK you very much for the opportunity for an experimental 

and measurement psychologist to talk on this critically impor- 
tant topic. The depth interview, as we try to use it, is in my opin- 
ion, one of the most fruitful approaches to marketing research. 
As it is used generally, I fear it is one of the most seriously mis- 
used. 

Actually, from the point of view of its day-to-day utility, I per- 
sonally would be much happier if this method were referred to as 
the ‘‘breadth interview’’ rather than the depth interview. The rea- 
sons for this bias will become more clear as I go on, 

First of all, let’s put the method under discussion—and I will 
refer to it as the depth interview for purposes of communication 
with you—in its proper context. 

If we are to call ourselves market researchers we must have 
at least one foot on the corner stone of scientific method. While I 
am sure you are all prepared to teach the scientific method, and 
this would presuppose that you understand it, let’s be sure that we 
are talking about the same thing. I am referring particularly to 
the core of scientific method that we often refer to as the hypo- 
thetico-deductive system. We commonly teach our classes that 
this means that one goes through certain basic steps in trying to 
establish an answer to a problem: 


1. We attempt to survey that part of the world in which 
we are interested to obtain a background. 


*Clark L. Wilson is Vice President in Charge of Research at Batten, Barton, 
Durstine & Osborn, Inc. He has held this position since July, 1959. Prior to that 
time Mr. Wilson operated his own consulting firm in Los Angeles. He has also 
served as a member of the New York Cotton Exchange and with the sales staff of 
Talon, Inc. He earned his Ph.D. degree in psychology at the University of Southern 
California. 
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We evolve an hypothesis. 

We design an experiment to test the hypothesis. 

We execute the experiment and collect the data. 

We analyze our data. 

We conclude that: 

a. Our hypothesis is wholly wrong. 

b. It is wholly right. 

c. The probabilities are at a stated level that it is 
right or wrong. 

7. We develop further hypotheses and then repeat the 

whole effort. 


The unstructured or depth interview approach has been used at 
all phases of this system. Many writers and speakers have made 
the point that it isn’t that versatile. Rather, because of the nature 
of the hypothetico-deductive system, it can only serve in most in- 
stances, in the first two steps—those of obtaining the background 
approach to a problem and of developing an hypothesis. 

In the rare instance, it can provide assistance at the very end 
of the system in that if the experimenter has posed his hypothesis 
in the null form in which he says: ‘‘There is no difference’’ or in 
the wholly positive form in which he says: ‘‘There is always a 
difference’’ then it is possible to use the depth interview or the 
unstructured clinical approach to identify a negative instance 
which would completely invalidate either of these hypotheses. In 
short, a negative instance will always render untenable an hypoth- 
esis which is stated in the all-or-non form. And sometimes it is 
very practical and reasonable to state an hypothesis in that way. 

However, it is an unfortunate fact of life that much research is 
not so carefully designed as to permit the testing of the hypothesis 
by the method of the depth interview. 

To add to this we need also to review the field of psychology 
and its theoretical formulations. 

It is also unfortunate but true that no one has successfully 
shown a consistent relationship between a measure of personality 
and an economically important phase of human behavior. I exclude 
from this statement measures of interests. That leads us to the 
need for some definitions. Particularly, we need to talk about 
adjustment, temperament and interests. 

Within the meaning of this paper today we can take the mean- 
ing of the term adjustment to mean behavior patterns which enable 
a person to get along and be comfortable in his social setting. To 
be sure, cultural as well as personal standards are involved. 
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The term temperament goes back a long, long way. Hippo- 
crates used the term sanguine to describe personalities that were 
cheerful and energetic. He used choleric to refer to people who 
were irrascible. Phlegmatic referred to sluggish and placid in- 
dividuals while the term melancholic denoted those who were slug- 
gish and sad. We have very much the same kinds of terms opera- 
tive today in our field of measurement psychology. 

On the other hand, the term inierests means merely the pref- 
erence for or participation in various kinds of activities. Note 
that these are behavioral descriptions. 

Now I will expand on my previous general statement to say that 
there have been many efforts made by very competent measure- 
ment psychologists, by clinical psychologists and by psychiatrists 
to establish categories or types of people defined by their ways of 
behaving and feeling. Some of these categorizations are rather 
elaborate and reliable statistical constructs. Many of them are 
simply intuitive clinical generalizations. Once again, even with all 
of this work extending in concentrated forms over the past 75 
years, no one has demonstrated in a manner to withstand system- 
atic scrutiny that a description of personality oriented from the 
emotional, defensive or whatever side of personality, has any re- 
liable relationship with any meaningful overt economic behavior. 
By ‘‘overt meaningful economic behavior,’’ I mean the two broad 
areas of performance on the job and purchasing behavior. 

Now, one step further, to be sure my meaning is unequivocal. 
No one has demonstrated that a wholistic judgement made from 
personal unstructured interviews will predict anything more than 
personal affinity. In other words, if the interview is used to eval- 
uate more than the demographic variables or manifest interests of 
a person, usually it adds more error than valid inference. 

You may be surprised at such statements coming from a psy- 
chologist. You wouldn’t be if you had the time to know the psycho- 
logical literature. In our professional journals attempts to vali- 
date personality measures and the interview have been going on 
for over forty years. There is no substantial support for the 
validity of the methods I have described. 

Against this background I am still prepared to make the state- 
ment that a discussion type interview is very fruitful. 

At BBDO our approach is as follows. Interviews are tape re- 
corded almost always for group work and should be for individuals 
except as follows. In some group interviews we spend a great 
deal of time explaining things to people before we can obtain their 
reactions. As a consequence their reactions will come at odd 
periods in the course of the interview and it is not possible to 
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record the whole two to three hour session in order to get just a 
few minutes information out of it. In the case of working with in- 
dividuals, it is sometimes not quite practical to make recordings. 
This is especially true in the case of house-to-house interviews 
although these methods are getting easier to handle all the time, 
and I feel it is not too far away that we will be handling general 
non-directive discussion type interviews at the doorstep com- 
pletely tape recorded. 

In the operation of these interviews, we try to keep an inter- 
viewer out of the attitude formations as much as possible. Those 
of you who know the literature on non-directive counselling will 
know that this is not completely possible. The interviewer’s job is 
to get the session started and keep it going. He keeps it on the 
track, balances people to bring out the shy and tone down the domi- 
nant. He tries to ferret out all shades of opinion by responding to 
feelings wherever possible as well as facts. 

The advantages of this approach, as I see it, are: 


1. I personally think these interviews are easy to do, and 
an adept person can learn them rather easily. I sus- 
pect this will come as a surprise statement but I will 
make this point clearer as we go along. 

2. Easier to evaluate when taped. 

3. By nature, being unstructured, there is the opportunity 
to explore the whole outdoors. Thus, you are not re- 
stricted as much by the preceeding hypotheses of the 
research as you are in standard questionnaire tech- 
niques. 

4. The results of this kind of study are very saleable be- 
cause we use tape recorders as I will show youina 
few minutes, and this gives the advertising men the 
opportunity, in effect, to sit in on the interview. 


I would like now to let you listen to a couple of minutes of each 
of three different tapes that we have collected in the process of 
using this method at BBDO, 

The first one is what I think is an excellent example of the 
utility of this kind of approach to the problem. 


Interviewer: ‘‘Good evening ladies. We’re going to talk about 
your refrigeration units. How do you feel about the refrigera- 
tor that you now have? Anyone?’’ 


Female: ‘‘I’m satisfied with mine.’’ 
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Interviewer: ‘‘Why is that?’’ 


Female: ‘‘It is a two door while before I had a one door. Four ice 
trays are better. They keep longer.’’ 


Interviewer: ‘‘What do you mean by two door?’’ 


Female: ‘‘It has a separate freezing unit, other than the refrig- 
erator part.’’ 


Interviewer: ‘‘And you like that?’’ 
Female: ‘‘Very much,’’ 
Interviewer: ‘‘How about you?’’ 


Female II: ‘‘I just bought a new one and as far as having a new 
appliance in my home, I’m very happy. It’s a two door with a 
freezer on top, but I’m very disturbed with the manufacturer 
because after I got it home and set it up, we drink soda in our 
house like mad, and I found I cannot put a full bottle of soda 
which has a plastic cap on the top on the shelf. It’s not tall 
enough.’’ 


Interviewer: ‘‘Oh! The shelf isn’t tall enough?’’ 


Female II: ‘‘And I think $400 is a lot of money to buy an appliance 
you can’t put a bottle in. You can’t store it in the door either, 
because the door has plastic shelves which are not removable.’’ 


Note the easy flow and the important product information that 
comes out so readily. This interview went on for almost an hour 
and was packed with good remarks. Some were not believed by 
our account and client groups. These are being put to further 
test by better sampling methods with structured interviews. 

Now, it isn’t always as easy to get things going. Here is an in- 
stance of a little different sort. 


Interviewer: ‘‘Good evening ladies and gentlemen. Tonight we 
want to discuss the situation of replacing tires on your car. 
What is the first thing you think of when you think of replacing 
tires on the car?’’ 


Male: ‘‘Price.’’ 


Interviewer: ‘‘Price? What do you think of with price? Reason- 
able price?’’ 


Male: ‘‘Well, that may have been said without too much thought, 
although price is a big consideration with me, but it wouldn’t 
be the main consideration, I don’t believe.’’ 
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Interviewer: ‘*‘What would be your main consideration?’’ 


Male: ‘‘Well, quality, probably, a tire that would fulfill my needs. 
Of course, this time of year almost everyone is interested in 
snow tires primarily.’’ 


Interviewer: ‘‘How about the rest of you?’’ 


Male II: ‘‘I think of the safety factor. I think of bald tires. I have 
three children and a wife, and naturally I’m concerned.’’ 


Interviewer: ‘Ball tires, you say?’’ 


Male II: ‘‘Whenever someone tells me I need to replace my tires, 
immediately I think of the tires being bald or almost bald, and 
consequently the safety factor is injected. As far as pricing, 
it doesn’t affect me too much.’’ 


Note how the interviewer stepped a little on the first man’s 
toes about price. She came back a little fast and attempted to in- 
terpret a ‘‘reasonable price.’’ He rejected her comment and in- 
dicated he had talked too fast. This carries over to the point 
where the second man also rejected the idea of price without a 
question. Remember also, the querry “Ball tires?’’ in response 
to the second man’s comment that ‘‘bald tires’’ concerned him. 
This points up the problem of either being sure the interviewer 
knows the lingo of the discussion area or being sure he can stay 
away from small traps like that, by saying ‘‘Would you explain 
further, please?’’ etc. 

I could demonstrate other kinds of problems but we wouldn’t 
have time here. Let me, however, demonstrate the most difficult 
pedagogical problem facing us. It is that of getting the interviewer 
to have the confidence necessary to stop talking and let the group 
take over. 

Here is an example of what I mean. 


Interviewer: ‘‘Okay. Have any of you ever been before in one of 
these sessions? It’s called a Focus Group Interview.’’ 


Male: ‘‘Focus what?’’ 


Interviewer: ‘‘A Focus Group Interview. Well, first off, I have to 
explain to you that as you all identified yourselves, that you 
identified into a microphone and that I tape recorded that. Has 
anybody got any objections on that score? The reason I do it is 
simply that I may want to look over everything that’s been said 
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in this group tomorrow and pick out such significant comments 
as seem to me potential, and it’s impractical to have a secre- 
tary take down what everyone says. . .and so forth. The use 
to which we will put the information we get tonight is to stock 
pile it together with other research information that we obtain. 
First off, I haven’t told you where I work. I work in an adver- 
tising agency, and I’ll tell you which one right after the session 
here. We try to get together all sorts of information on various 
industries and fields of business, and even on consumer prod- 
ucts and how people feel, what their experiences are, their at- 
titudes are, and we do this on a continuing basis from year to 
year, and sometimes more often than that, asking questions on 
anything from what you think of particular business or particu- 
lar business concerns all the way down to how you like ani- 
mated commercials. The way we conduct sessions like this is 
throw out the general topic of conversation and then handle it 
pretty much like a social situation or bull session, everyone 
having a chance to sound-off on what he likes or dislikes or 
pet peeves or gripes or things that they particularly admire. 
Any personal experiences are of course, particularly interest- 
ing because they give an example of any generalizations you’d 
like to make. The one thing we try to avoid in these sessions 
is expertizing, which I guess is another word for saying ponti- 
ficating. It’s easy to do when you’re brought together ina 
room, and you have complicated answers or you’re having 
trouble giving your opinions on something, to get off the track, 
by saying: ‘‘Well, I believe that people feel’’ or ‘‘I believe that 
businessmen require’”’ rather than what you yourself particu- 
larly feel. It’s all been collected with quite a little bit of care 
to compose a certain kind of group and we want to find out the 
personal opinion of each one of you in the group, not as repre- 
sentatives to think for me or as being leaders, but you, your- 
selves. . .how you feel about certain things. What your atti- 
tudes are. Taken all together in a group and through several 
other groups, we’ll have a pretty good overall opinion, but for 
heaven’s sakes, don’t hold back on something because you feel 
that your opinion is a particularly different opinion from what 
you consider the norm or because you feel that you’re preju- 
diced because you’ve had a bad experience, and you feel you 
should hold back from too much criticism. Because of the 
sincere and honest spontaneous feelings of each one of you, we 
are able to get accurate information.’’ 


There is a good picture of a man who was afraid to let the 
group take over. Compare that with the first two in which the 
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interviewer started off with a single question. All that had pre- 
ceeded her opening of the session were simple words of assurance. 

One other comment before closing. We make considerable use 
of these interviews in our work with the Copy Department. We 
let the copy people listen to the tapes and they glean ideas and 
feelings as a part of their own creative work. We can hardly call 
this research. It is, rather, an opportunity for a copy writer to be 
communicated to by a small segment of the public. We find he 
likes it and it tends to keep his copy more communicative. 
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WORLD TRADE OPPORTUNITIES, 
UNLIMITED 


THE HONORABLE HENRY KEARNS* 
U. S. Department of Commerce 


N just four days, we embark upon a new decade—a decade during 

which the difference between growth and stagnation in our na- 
tion’s economy will be spelled out in large measure by the com- 
petence and efficiency of our marketing processes. And lest we in 
our planning for the new decade take a provincial view of our na- 
tional economy, may I repeat a truism which is gaining mounting 
recognition and acceptance by knowledgeable leaders: Not only is 
our nation’s economy at this time more dependent upon the world 
economy than ever before, this dependence is increasing, not di- 
minishing, daily. 

We hold this as a truism for several reasons, including the 
major consideration that a further growth of our industrial ma~ 
chine requires vast amounts of imported materials and it is es- 
sential that we attain a level of exports which will pay for these 
imports as well as make up the difference in other features of the 
balance of payments in our international transactions. 

It is a pleasure to be with you today and especially to have the 
honor of addressing the first luncheon of your convention. My col- 
leagues and I in the Department of Commerce have watched with 


*Henry Kearns is Assistant Secretary of Commerce for International Affairs. 
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a member of the Hoover Commission Task Force on Intelligence Activities and 
served as Director of the Citizens Committee for the Hoover Reports. Heisa 
past president of the U. S. Junior Chamber of Commerce and Vice President of the 
Chamber of Commerce of the United States. Mr. Kearns is at present serving as 
Chairman of the World Trade Advisory Committee, the International Travel Ad- 
visory Committee, the Advisory Committee on Export Policy, and the Committee 
of Alternates, Foreign Trade Zones Board. He is also serving on such major 
governmental bodies as the Trade Policy Committee, the National Advisory Com- 
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enthusiasm the growth of international interests of the American 
Marketing Association, and I was delighted when Jim Hagler asked 
if I would participate in your discussions of marketing’s future 
role on the international scene. 

Effective marketing has been a key contributor toour expanding 
economy and improving standard of living ever since the advent 
of mass production. Effective marketing operations stimulate and 
satisfy demand, which in turn means increased production, more 
jobs and wages, and larger purchases of raw materials and capital 
equipment. Effective marketing bridges the gap between producer 
and consumer. 

Today, however, the consumer can be found in any one of the 
four corners of the world. Thus, to meet the economic challenges 
of the day we must work to make certain that the concept of ‘‘total 
marketing’’ is applied fully to bridging the gap between the United 
States producer and the potential customer, wherever he may be. 

During the past several months, I have had the opportunity of 
travelling through Europe, Latin America, and the Near and Far 
East. I have participated in meetings several of our Department 
of Commerce Trade Missions have held in various parts of the 
world, and I have inspected our exhibits and compared them with 
the exhibits of other countries in many international trade fairs. 
I have represented the United States in international conferences, 
and I have been able to meet hundreds of businessmen and their 
government leaders in private discussions as well. 

As a result of these travels, I have come back to Washington 
with a sustained confidence in the demand abroad for American 
products. But I can assure you that this demand will continue only 
so long as we deliver what the buyer wants and needs under con- 
ditions which make the American product competitive in the face 
of the strongest international competition confronting the United 
States producer since the early 1930’s. 

The continuing demand for American products can be attributed 
in great part to the reputations American producers have estab- 
lished for themselves in constantly improving their products. 
Increasing national investments in research and development have 
resulted in striking gains in both new products and new productive 
techniques, paying dividends for the entire economy. 

Just since 1950, we have seen the addition of power brakes and 
power steering to the automobile. We have witnessed the discovery 
of new medicines, from the tranquilizer to Salk polio vaccine. We 
now have stereophonic sound, color television, and wide-screen 
movies. We have seen the development of the transistor and its 
use in radios, hearing aids, and telephones. We buy goods made 
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with the new synthetic fabrics, such as Orlon and Dacron—and with 
the new vinyl plastics. We now have vertical take-off and landing 
jet aircraft, solar batteries, electrical data processing machines, 
and artificial rain-making through cloud seedings. 

All of these, and many more, have been additions to our lives 
since 1950. 

In that year, the national investment in research and develop- 
ment amounted to little more than $3 billion annually. Today, ten 
years later, the annual rate of research and development invest- 
ment has more than tripled, and this growthis expected to continue 
through the 1960’s. 

It is probable that ten years from now we will have lighting 
systems without heated filaments or glowing gases, dishwashers 
and washing machines using ultra-sonics, and refrigerators with 
no moving parts. By the same token, we may have electric power 
obtained directly from nuclear reactors, around-the-world tele- 
vision, ‘‘high performance’’ plastics, and a host of new ‘‘miracle 
metals.’’ There seems to be no limit in sight in the development 
of computers, nor in the development of a great number of, as one 
manufacturer puts it, ‘‘better things for better living.’’ 

With these new products and improvements on old products, 
there has been a near industrial revolution in the techniques of 
production. Mechanization, of course, is the big word, but tech- 
nological progress has been spelled out in a number of different 
ways. 

Steel companies have developed a direct reduction process, 
automobile companies have made vast improvements in die and 
press design, chemical companies have come up with new auto- 
matic measurement and control devices, and toolmakers have 
perfected tape-controlled machine tools. Metal working processes 
have been revamped to include such new techniques as radiation 
heating, resistance heating, explosion forming, chemical cutting, 
and electro-erosion-cutting. The petroleum industry has seen the 
establishment of a closed-loop computer-controlled polymerization 
plant. 

While changes in products and methods of production exceed 
the spectacular, far reaching improvements can be found by the 
hundreds in other phases of the industrial economy as well. 

Industrial design, for example, has become an exacting science. 
Industrial designers today can do anything from redesigning a 
product to repackaging the whole corporation that produces it. 
Products are planned and designed to achieve maximum usefulness, 
safety, and ease of maintenance and handling, as well as good 
looks, and the concept of industrial design has found a decided 
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place in packaging and architecture. Modular design has become 
popular in the construction industry, as has prefabrication. Build- 
ings are constructed with purpose, and floor-layouts are planned 
carefully to achieve maximum usefulness. Packaging is designed 
for attractiveness as well as utility. 

Personnel management, too, has become an exacting science. 
Finding the right employee for a particular job, and even the mod- 
ern approach of keeping that employee happy once he’s on the job, 
are no longer relegated to the whims of a low level supervisor. 

Research on testing programs for worker placement has proved 
valuable, and industry constantly is developing better means of 
employee selection. Mandatory retirement is under review, and 
many industries are designing new programs for extending the 
period of a man’s usefulness to his company. 

Contributing to the stability and morale of the worker are the 
fringe benefits which have become a part of almost every employer- 
employee package—benefits such as extended paid vacations, in- 
surance, hospitalization, pensions, employee cafeterias, and the 
like. In fact there has been a growing awareness of the company 
stake in the stability and improvement of worker morale, resulting 
often in the building of a complete community around the plant, 
with swimming pools, clubs, and golf courses, and in greater 
corporate participation in community affairs to assure the building 
of a higher caliber labor force for the present and, through the 
schools, for the future. 

All of this emphasis on personnel management, is a solid in- 
vestment in better and more productive workers; and the success 
of these total endeavors, new products, new methods of production, 
new designs, new management techniques, has resulted in signifi- 
cant increases in our nation’s productive output. 

This, then, is the concrete example of the initiative and imagi- 
nation that thrives within free enterprise. It is the tradition of 
progress and the way of ‘‘better things for better living’’ which 
our customers overseas have come to respect. It accounts for the 
good will for American products which I found during my travels 
to be evident on all sides. 

The problem of marketing the increasing deluge of end products 
of the American industrial plant is not being overlooked. The 
science of marketing in the United States has kept pace with the 
progress in other fields, much to the credit of you gentlemen and 
your colleagues. 

You have been for some time among the strong body of alert 
business people who have been energetically preaching the life or 
death importance of the marketing man, from his first apprentice 
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approach to the field of marketing, through the purgatory of selling 
in all of its many phases and trials, all the way up to the executive 
level. Today, responsible American manufacturers are giving the 
marketing executive a place in their organization parallel with the 
production executive. 

And what is extremely pertinent is the fact that the vigilance 
of leaders in marketing techniques never wavers. Itseems instead 
to intensify as the market becomes larger and larger. 

You have organized warehousing with mechanized materials 
handling, new techniques of storage, pre-ticketing, and automated 
packaging. You have organized wholesaling with new purchasing, 
selling, and service techniques. Market research has come into 
its own, with depth interviews and all kinds of motivation studies, 
so that you know precisely what is appealing in terms of color, 
shape, smell, and even the accompanying music to an advertise- 
ment. You have organized simplified selling on a basis scientifi- 
cally established to enhance the convenience and satisfaction of the 
customer. 

All of these developments in marketing, like the developments in 
production, design, and personnel relations, exceedthe spectacular. 

I have just concluded an intensive examination of world mar- 
kets. In the last four months I have visited all the principal mar- 
keting centers of every continent. During these trips I have talked 
to several hundreds of buyers, sellers, bankers, industrialists and 
government leaders. The overwhelmingly evident lesson that I 
have learned is that world markets offer a magnificent opportunity 
to America. From the most primitive village of South Asia to 
sophisticated London, trade is on the increase. Modern communi- 
cation has aroused the appetites and desires for products that 
have not been hitherto known or enjoyed. 

And of equal importance, it is obvious onevery hand that Amer- 
ica’s products hold amost enviable position in the minds and hearts 
of the people ofthe world. ‘‘Goodwill,’’ such as any major business 
would cherish as a priceless possession, in ours in nearly every 
market today. I am convinced that American business can achieve 
export sales beyond the fondest dreams of our merchant forbears 
if we but make the effort. 

Of course, there is a dark side to this enthusiastic report of 
our trade future. There are realities to face. Certainly, good 
products and good will are not enough. Vigorous, thoughtful, sus- 
tained marketing effort must be applied, as indeed it is now being 
applied by hundreds of successful American merchants in foreign 
markets today. We must call upon the experience and knowledge 
of our best merchandisers. The challenge today is to bring our 
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world marketing up fo the high standards of our products. ‘‘Total 
Marketing’’ is not only desirable, but it is a must in today’s world. 

None of the spectacular developments in production, design, 
personnel relations, and domestic marketing will be of use to us 
in international commerce unless the concept of ‘‘total marketing’’, 
as it is applied in the United States, is applied to sales of Ameri- 
can products abroad. 

As representatives of the professional approach to marketing, 
as students, teachers, and practitioners, you can make an impor- 
tant contribution to the correction of this situation—and while I 
often have taken great pains to decry the lack of ‘‘total marketing”’ 
by Americans overseas, I am pleased that your organization is 
beginning to devote the attention to world marketing necessitated by 
current competitive challenges. 

Perhaps no person should be singled out for commendation, 
but Jim Hagler and his associates who are seeking to develop com- 
parative marketing data on an international basis, are doing a great 
service. There is all too little known about the individual markets 
of the world, and too frequently such comparisons as we are able 
to make are based on a measurement of marketing in a foreign 
area as taken from our own yardstick. The outline for an analysis 
of comparative marketing prepared by Robert Bartels of Ohio 
State University, which Professor Hagler and his group plan to 
use, is excellent. 

I hope that success accompanies Professor Hagler’s efforts, 
but I am certain each of you recognizes that if these efforts are to 
succeed, it will call for the unswerving energies of many talented 
and dedicated people, both in the United States and in foreign 
countries. 

Your organization is to be congratulated also for its interest 
in improving the collection and publication of United States export- 
import statistics which are so basic to business in developing ad- 
ditional markets abroad. Your work with the Bureau of the Census 
in setting up an ad hoc advisory committee on this vital subject is 
a real and worthwhile contribution. 

Too, as a result of suggestions given us by your organization, 
the Bureau of Foreign Commerce currently is compiling an index, 
or bibliography, of Foreign Market Research Sources which we 
hope to publish no later than next June 30, 

These all are tangible advances, spearheaded by the American 
Marketing Association. Still, the application ofthe highly developed 
marketing techniques used in today’s domestic commerce to the 
field of international commerce is relatively negligible. 

A good indication of how little attention is devoted by American 
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companies to ‘‘total marketing’’ in international commerce can be 
found in the Survey of Marketing Research conducted by the Amer- 
ican Marketing Association earlier this year. Of the 793 manu- 
facturing companies answering your survey, less than a third said 
they conducted export market studies. And the language used on 
page 43 of your Survey makes clear the secondary status normally 
accorded to export markets by United States manufacturers. The 
statement reads as follows: 


Export departments often carry out their own mar- 
ket studies because of the special problems involved. 
Many companies, of course, are so little concerned with 
exporting that no special study may be needed. 


I hope that we may soon see a much more intensive approach 
to the various aspects of export or world market research. Com- 
petitive preparedness demands that our enterprisers know what the 
foreign market requires. 

I do think that your Survey was extremely worthwhile. It has 
provided a great deal of information for those interested in market 
research. Now, if a similar job could be done for export mar- 
keting, it would serve a very useful purpose. 

For one indication of such usefulness, we might turn to the pro- 
ceedings of the 46th National Foreign Trade Convention which met 
in New York City last month. The Convention’s final declaration 
stated that the future will belong to those who ‘‘most successfully 
develop and apply forward-moving innovations that may be re- 
quired,’’ 

Market research, we know, is an integral and basic component 
of ‘‘total marketing’’ as is effective distribution. The important 
component of ‘‘total marketing’’ which must be applied immediately 
to export sales, however, is positive salesmanship. 

The fact that buyers abroad by the thousands continue to seek 
out United States sellers is a tribute to the prestige and good will 
which our producers have accumulated over the past years. But 
prestige and good will cannot be counted on to hold the world mar- 
kets for us indefinitely. Only positive salesmanship can do this. 

As Hans Bohlmann so aptly stated in a letter to the editors of 
Time Magazine, ‘‘What is needed is to push American sales more 
aggressively with sustained selling efforts, more personal contacts, 
better quality and more dependable service and delivery, and real- 
istic payment terms.’’ 

When an American salesman calls at the door of a foreign pur- 
chaser, however, he must not stand alone. Behind him must stand 
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the ‘‘total-marketing’’ of his company, the total understanding of 
the American people, and the total efforts ofhis government. 

You know, of course, what “total marketing’’ by his company 
entails. And you and your colleagues must be charged with the 
responsibility to see that this prerequisite is present when that 
salesman calls on the foreign customer. Moreover, I think there 
is another responsibility which you and your colleagues should 
share with others of us in the international field: To make certain 
that more and more American firms, particularly small firms, 
participate in our nation’s export business, 

The number of American producers who today are engaged in 
export trade simply is mot adequate to meet our current world 
commitments. 

We must have a selling job to convince greater numbers of our 
businessmen that foreign trade is good. We are not asking for 
sacrifice. We are not suggesting that businesses operate at a loss 
‘fin the national interest.’’ We are saying that opportunity sits on 
the horizon—take advantage of it. Your products are needed in 
many countries today—go there and sell them. 

The total understanding required of the American people, of 
necessity, must be far reaching. I would say, however, that two 
particular aspects are of prime importance. 

The first aspect is that our country generally must take more 
pride in its work and products. All of us must speak more vigor- 
ously of the outstanding characteristics of our quality goods, their 
long-term reliability and performance in assuring high productiv- 
ity. 

The second aspect is that all of us, in our companies, unions, 
and households, as well as in our governments, must practice fis- 
cal responsibility to keep our prices competitive. 

This question of competitive prices is one thathas been debated 
thoroughly in recent months and I am pleased that a preponderance 
of eminent economists and businessmen have supported my thesis 
that our goods as a whole have not been priced out of the market. 
We can show the validity of this thesis in terms of continuing 
United States participation in world markets, relative progress in 
productivity, comparative trends of inflation, and, in some cases, 
actual market prices. Moreover, I have found other conditions to 
dispel the ‘‘price mirage.’’ 

As a result of my travels through Europe, Latin America, and 
the Near and Far East, I am thoroughly convinced that price is not 
the important factor in our world trade trends. 

The competitive arena in which American business operates 
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makes price very flexible. Costs are important, but the customer 
has a variety of requirements among which price is only one fac- 
tor. 

To satisfy this variety of requirements, a United States manu- 
facturer of private aircraft, for example, has announced a new line 
of twelve different types of airplanes ranging in price from $7,000 
to $70,000. A manufacturer of electrical equipment presents a 
standard line of electric motors ranging from a 1/40 horsepower 
unit weighing approximately a pound and selling at $13 to a 50,000 
horsepower unit weighing more than four tons and selling at 
$850,000. An American automobile manufacturer produces a vari- 
ety of cars selling at prices from $1,900 to more than $10,000. A 
manufacturer of transformers has a line ranging in price from $7 
to $1 1/2 million. 

Clearly, it is the total sales package, including the marketing 
effort which adds up to the difference between sale and no sale. 
Goods in other lands, as well as in the United States, seldom are 
sold on the basis of price alone, but, significantly, on the basis also 
of quality, adaptability, reliability, guarantee, delivery, terms, 
service, availability of parts and replacements, and a host of other 
conditions which can make the total sales package attractive. 

Our country’s increasing industrial production demands un- 
limited quantities of raw and partially processed materials. These 
materials must come from the four corners of the world. New 
exotic and unique products of the cultures and handicrafts of far 
off places enrich our own lives when made available through our 
retail establishments. Special skills and aptitudes are now making 
many products available to all of our citizens at low prices, there- 
by effectively combatting inflation. These are some of the eco- 
nomic benefits that will come to our country through the mainte- 
nance of our world trade leadership. 

In 1958, when we examined our trade posture, we came to the 
conclusion that it will be necessary for us to buy the world’s prod- 
ucts in world markets. Today, as may have been expected in an 
ever-changing economic world, we see clearly that we must sell 
our products if we are to be able to buy those products that we 
need and desire. The undeniable lesson is that ‘‘two-way trade’’ 
again becomes a ‘“‘reality’’ in world economics. 

To meet the present day challenge, and to reap the opportunites 
before us, we will require a ‘‘total effort.’’ Some of its facets are 
as follows: 


1. American manufacturers, large and small, must examine 
the possibilities of developing world markets for their products, 
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for, certainly in the long run, extra export sales may spell the dif- 
ference between profit and loss—success or failure. 

2. Distributors, exporters and sellers of American products 
must objectively examine our world distributing system, looking 
towards bringing it in tune with today’s highly competitive and 
changing situation. Outlets abroad must be more than order-taking 
stations and must become the centers of vigorous action to present 
United States products in their most favorable anduseful light. We 
must find the means of projecting the “‘benefits of our products’’ 
into the minds of potential buyers. 

3. America’s financial community must examine its resources 
and efforts, looking towards providing our sellers of merchandise 
with the best ‘‘terms tools’’ in the world. We must not let our 
competition steal the ball from us in financing, the field in which 
our country has had more experience and resources than has any 
other nation. Thoughtful examination of useful devices such as ex- 
port credit insurance, a foreign credit acceptance mechanism, and 
generally broadened credit facilities, must be examined, looking 
towards the answer in better services to the world market. 

4. Marketing experts must offer leadership in training a private 
corps of sales experts who will tour the world marketplaces con- 
tinuously as representatives of specific American businesses. In 
many cases they must speak the language, but always they must 
understand the customs and be prepared to respond to the experi- 
ence and background of their customers wherever each may be. 

5. Our schools must recognize ‘‘world merchandising’’ as a 
continuing, promising and useful profession. Advertising experts 
must ‘‘tune’’ their sales message to the minds of customers in far 
off lands. 

6. Most important, Government must assume the leadership in 
this ‘‘economic crusade of the 1960’s.’’ With proper support, these 
are some things, for example, that Government can do: 


A. Greatly strengthen the Foreign Commercial Service so 
that it can effectively and continuously assist American sellers 
in seeking out customers and influencing purchasers; 

b. Vastly improve its ability to identify, classify, and dis- 
seminate useful trade information so that, in effect, the estab- 
lished Foreign Commercial Service will become the eyes and 
ears of our world trading community; 

C. Consistent with sound fiscal polity, improve financial 
and credit assistance wherever justified; and 

D. Through constant analysis and vigorous expression by 
Government leadership, alert this country to the opportunities 
and necessity of expanding export trade. 
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The effectiveness of our national program will be determined 
largely by the leadership exhibited in the next few months. 


These, then, are a few of the challenges that become obvious 
as a result of an intensive study of world markets. The rewards 
for meeting these challenges, too, can be identified easily. They 
include: 


1. Greater stability in our own industrial economy through di- 
versified and wide spread markets; 

2. Constant access and the ability-to-buy the products and ma- 
terials of the world; 

3. A new horizon of opportunity for new business—small and 
large—offering glamorous new opportunities for our children and 
grandchildren; and 

4, The fulfillment of the challenge of world leadership. 


It is obvious that the ‘‘developing nations’’ ofthe world will find 
the true key to their development through ‘‘trade’’ which is sound, 
productive and permanent. Trade offers self-respect, growth, and 
hope, for I have found in my examination that above all else, the 
people of the earth want to ‘‘earn their way to stability and higher 
living standards.’’ 

Seldom has it been possible to so clearly identify opportunity 
and challenge. Let us hope we are equal to the task! 
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QUALITATIVE RESEARCH AND 
BRAND IMAGE 


BURLEIGH B. GARDNER* 
Social Research, Inc. 


HE concept of a brand image was first stated by practitioners 

of qualitative research as a useful way to thinking about 
brands. The most complete statement of the concept appeared in 
an article by Dr. Sidney J. Levy and myself in the Harvard Busi- 
ness Review. This article caught the attention of advertising peo- 
ple and was the basis of an excellent speech by David Ogilvy at a 
central regional meeting of the American Association of Adver- 
tising Agencies in 1955. 

Apparently this article brought to a focus long felt realities and 
the term ‘“‘brand image’’ became part of advertising terminology. 

Inevitably, with its rapid spread into common use, the mean- 
ing of the term was subjected to over-simplification and distortion. 
Indeed, it has come to be used as a catchphrase and, in spite of all 
the talk about it, there has been little effort to increase our under- 
standing of its meaning and implications. 

It is important to realize that the image of a brand or of a 
corporation is not an attribute of the object, a quality to be deter- 
mined by study of the object. It is different from such qualities as 
size or shape or texture or flavor or color. Instead, it resides 
in the mind of the beholder. Thus it can be thought of as a pattern 
in the mind which is projected on the brand, setting up a dynamic 
relationship rather than one of passive consumption, 

This pattern in the mind involves much more than rational 
knowledge and beliefs about the brand. In fact, for many products 


*Burleigh B. Gardner is Executive Director of Social Research, Inc. Although 
Mr. Gardner’s early education and career were in engineering, he has become a 
leading figure in the field of motivation research. He earned his Ph.D. degree in 
social anthropology at Harvard and has served on the faculty of the University of 
Chicago. Mr. Gardner organized Social Research, Inc. in 1946. He is author of 
Human Relations in Industry. 
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the public cannot discriminate between brands on any rational 
basis. When women are asked to explain the differences between 
two brands of premium shortening, they will often say, ‘‘I guess 
there isn’t any real difference between them but I sort of prefer 
this one.’’ The same is often true of many brands of gasoline, or 
radios and television sets, and countless other products. Ration- 
ally, people do not believe there is any real difference. 

However, for other products there are rational beliefs in dif- 
ferences. This is true for automobiles where there are obvious 
differences in design and style as well as less obvious mechanical 
differences. Here, people will express strong convictions about 
basic differences in performance, economy, etc., all of which they 
believe to be inherent in the brands and not just their belief. 

The most significant aspects of the brand image lie in the area 
of irrational and emotional reactions. This is an area ranging 
from recognized feelings which cannot be justified on a rational 
basis to the level of unconscious reactions. Thus at the conscious 
level the housewife may say ‘‘I just feel that Brand X is more 
reliable,’’ and at the unconscious level Brand X may evoke asso- 
ciations and responses which differentiate it from others but which 
she could never consciously express. 

This pattern in the mind acts as a screen or lens through which 
the brand is perceived. Often it seems to regulate what message 
is received from its advertising. In extreme cases it even in- 
fluences the conscious perception of an ad. In some experimental 
work on advertising recall we found one case where ads for two 
brands of a small appliance using very similar layout and art ap- 
peared in the same issue of a woman’s magazine. One was by an 
obscure brand while the other was well known and highly regarded. 
In this case we found the recall of the well known brand and its 
advertising message was several times better than the recall for 
the little known brand. Also, the reactions to the ad were more 
favorable. 

We have found that where a brand has a favorable image there 
is a tendency to excuse product failures. For example, in the 
area of cake mixes, in case of a failure with a well regarded 
brand, the woman is apt to think ‘‘I wonder what I did wrong?’’ If 
it is a brand with a poor image she will think ‘‘There was some- 
thing wrong with the mix.’’ 

Similar distortions occur in reactions to corporations. In one 
case we were studying reactions to some very unfavorable public- 
ity about a large and well regarded company. We presented the 
news story with names deleted to people who had not previously 
read it. In the discussion they were asked what company this 
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referred to. Almost none attributed it to the actual company but 
there was a consistent expectation that it referred to another 
company with quite a different image. 


CHARACTERISTICS OF BRAND 
IMAGES - IT IS NOT STATIC 


In current discussions of brand images there are many super- 
ficial ideas and even misconceptions. One of these is that a brand 
image is static and unchanging. This is untrue; it is actually a 
very dynamic pattern which is undergoing change and which some- 
times can be changed fairly rapidly. In fact, one of the results of 
advertising, or even of packaging and display, is to influence the 
established brand image and to change both the conscious and un- 
conscious ideas and feelings associated with the brand. It is also 
true that some brand images are deeply entrenched and may not 
be modified by simple measures. 


IT IS NOT COMPLETELY 
UNIFORM 


The brand is a symbol which evokes a complex set of meanings 
and feelings in the mind of the beholder. If for each person the 
image of a brand were completely individualistic and different 
from the image held by others the brand would then be a private 
symbol. However, we find that for well known brands there tends 
to be a consensus of meanings appearing in the minds of a large 
number of people, or even all people exposed to the brand and its 
communication. This is the public image and it is this that is of 
concern to the manufacturer, the advertiser and the researcher. 

The degree of clarity and uniformity of this public image may 
vary greatly and may vary at different levels of conscious and un- 
conscious reactions. In some cases we find clear-cut patterns 
widely held with little differences shown between various kinds of 
people, between users and non-users, etc. In other cases there 
may be considerable variation on many aspects. Coca-Cola, for 
example, or Jell-O, are products that people regard as having 
certain fundamental and widely recognized qualities and mean- 
ings—whether or not any given person likes or dislikes the sub- 
stance. 

In comparing images for major competing brands we often find 
many similarities, especially at the rational level. In such cases 
one may be differentiated from the other only in terms of subtle 
patterns of feelings. Sometimes a brand is felt to be dull and 
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unexciting and in spite of rational acceptance of it there is no 
strong emotional response. This was seen in a study of an old 
acceptable brand of a food product. All the women agreed on its 
fine quality and the type of product was widely enjoyed. However, 
the whole product group was losing volume and this leading brand 
was suffering most. The results of the study led to systematic at- 
tempts through advertising to bring the brand to life and to stimu- 
late new ways of thinking about it rather than just reiterating its 
time-honored virtues. After three years the feelings surrounding 
the product had changed to make it livelier, more modern, and in- 
teresting. Also, its sales increased steadily. 

For the company these variations in the brand image have im- 
portant implications. If the image is too vague and diffuse they 
may need to make it more definite. If it is too constricted it may 
tend to limit its appeals to certain kinds of consumers and there 
may be a need to broaden it. 


APPROACH TO THE STUDY OF 
BRAND IMAGES 


In our work on brand images of consumer products we are con- 
stantly faced with the practical problems which management wants 
to solve. Most of these problems fall under these questions: 

1, Why don’t we get a larger volume? 

2. Why are we losing our share of the market? 

3. How can we advertise or merchandise more effectively? 

In seeking answers to these questions studies of the brand 
image often are only a part of the total investigation. However, 
they may supply the most useful guidance to a course of action. 

When approaching such a problem we frequently address our- 
selves to the following set of questions: 

First, there is the general arena in which the product and the 
brand must function. We want to know the patterns and signifi- 
cance of the activity in which the product is involved. For exam- 
ple, in a study of vacuum cleaners we want to know how the women 
go about care of the home and what it means to them. Then we 
want to fit the type of product into that life activity. If it is a food 
product, how and when it is served and to whom? Also, what are 
the implications of serving such a food? Following that we may 
move into the study of the images of various brands. Usually we 
study the competitive brands to see where our client’s brand fits 
into the whole range. 

From this whole range of exploration we then endeavor to draw 
conclusions and make recommendations relevant to the problem. 
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For example, there was the case of a food product that showed 
a pattern of high initial sales followed by a sharp falling away to a 
modest stable curve. Such a pattern could imply many possibili- 
ties—a fad product, a poorly made product, a special price appeal, 
an attractive competitor, etc. When a traditional market research 
was undertaken, it showed that users said they liked the product 
and continued to buy it because it was useful in their menus, and 
because it “‘tastes better’’—about 98 per cent of the users agreed 
on this. The users had no notably distinctive characteristics by 
age, income, or other customary classifications. The non-users, 
similar in age and income groupings, said the product is ‘‘too 
salty,’’ ‘“‘too sweet,’’ “‘tasteless,’’ ‘“‘the texture is poor,’’ etc. 
With these results the manufacturer felt relatively unenlightened 
—there was not even a clear indication as to whether the product 
should be changed, and if so, whether it should be made stronger, 
weaker, sweeter, or saltier. 

The research focus was shifted to a study of the kind of prod- 
uct consumers believed this food to be—to the image they carried 
in their minds of its role in helping them to achieve their culinary 
aims. The findings of this investigation were quite apart from the 
praise or criticism of the ‘‘stuff’’ itself—rather, they provided an 
analysis of what consumers thought the product could do for them, 
and how it did or did not succeed. Usually, this evaluation had 
to be a complex inference from the total discussions rather than 
something the respondents could articulate. What emerged was 
the image of a product that offered a convenient way of achieving 
certain culinary goals of variety and cooking skill—(something 
users and non-users agreed upon), but the non-users were pre- 
dominantly people who gave mainly lip service and only an initial 
trial to the attempt to reach these goals. They then fell away from 
their own aspirations, blaming whatever product qualities they 
could possibly seize on. 

From this it was apparent that the problem was less one of 
changing the product’s salt content than one of encouraging and 
educating the housewife to live up to certain of her own ideals. 
The problem for advertising was to take a clearly appealing idea, 
in the abstract, and teach some strongly practical notions about 
it, so that the ideal could become more easily implemented. 

In sum, the study of brand imagery is the search to identify 
the basic dynamism that governs the relationship between the con- 
sumer and the product. The product image is concerned with the 
fundamental aims and satisfactions, both practical and symbolic, 
people seek or find in the particular area of consumption. The 
brand image is the configuration of ideas, feelings, and meanings 
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relating to specific versions of the product’s imagery—as a child 
is a compound of the available familial forces contributing to his 
nature. 
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BRAND IMAGES AMONG 
LOW PRICED CARS 


GEORGE H. BROWN* 
Ford Motor Company 


N view of the widespread discussion of brand images and what 
they mean to marketing men, these remarks will be prefaced by 
an effort to distinguish what appears to be two separate aspects or 
dimensions of brand images. One of these aspects of brand image 
can be described as concerning persons - for example, the public 
image of the kind of people who are the users of a particular 
brand. This dimension of brand image is presumed to have im- 
pact on the market through the efforts on the part of prospective 
buyers to express their own personality through consciously or 
unconsciously selecting the brand whose public image fits their 
private image. For example, if a person considers himself to be 
a prudent, conservative individual who doesn’t want to be conspic- 
uous, he would chose brands he thought were selected by such peo- 
ple. If on the other hand, he considered himself to be successful, 
independent of others, and willing to be different, he would avoid 
any brands associated with ‘‘the masses”’ or ‘‘everyone else’’ and 
would seek out those brands that had an image closer to his con- 
cept of self. To the manufacturer who is seeking growth through 
an increasing share of market, the aspect of brand image suggests 
that he follow one of three paths in merchandising his product: 
1) try to associate his brand with the public image that is desired 
or will be desired by most people, 2) try to give his brand several 
different images so that he can cover the widest segment of the 
market, or 3) adopt of policy of multiple brands, each of which is 
strongly identified with a public image desired by a significant 
segment of the market. 


*George H. Brown is Marketing Research Manager of the Ford Division, Ford 
Motor Company. Before joining Ford in 1954, Mr. Brown was Professor of Mar- 
keting at the University of Chicago. He has also served as divisional sales man- 
ager of the Mallinckrodt Chemical Works in St. Louis, Missouri as well as con- 
sultant to a number of well-known companies. He holds an M.B.A, degree from 
Harvard and earned his Ph.D. degree at the University of Chicago. 
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An alternative aspect of brand images is one oriented around 
the product itself rather than the people who are thought to buy it. 
For example, a particular brand of scouring powder may be as- 
sociated by the majority of the people with the image of strong 
detergent or cleaning action, but at the same time an image of 
roughness to hands, i.e. that using the product causes rough dry 
skin or redness. If in fact these images be inescapable attributes 
of scouring powders, then the market will divide between those 
persons willing to adjust to a mild skin redness in return for 
high detergent action and those who will accept less cleaning pow- 
er in return for assurance of no skin roughness. It also follows 
that scouring powder which offers both high detergent action and 
no skin irritation is likely to increase its market share at the ex- 
pense of those brands that offer only one of these consumer bene- 
fits. A particularly interesting case, from the point of view of 
marketing strategy would arise in our scouring powder example if 
a particular brand should have an image of being hard on the 
hands, possibly due to an early version of the product, but which 
is in fact not at all irritating to the skin. Here, the manufacturer 
has the option of attempting to change the brand image through 
promotional efforts or of bringing out the current product under a 
new brand, or doing both. The purpose of this discussion is not to 
solve the problem of marketing strategy presented here, but to 
point out the difference in behavior on the part of the manufacturer 
flowing from the concept of brand image associated with the prod- 
uct as contrasted with a brand image associated with the kind of 
persons buying the product. 

To be more general about the point of difference, it can be said 
that when the brand image is considered to revolve around the 
personality of the buyer, there is an implicit or explicit belief 
that the physical attributes of the several brands on the market 
are substantially identical and unchangeable. From this it follows, 
almost by definition, that the primary difference between brands 
if there is to be any must reside in the images that can be attached 
to these brands through advertising or other sales promotion ef- 
forts. In contrast, when the brand image is considered to revolve 
around the product, there is usually an implicit belief that signifi- 
cant differences do exist or have existed in the past with respect 
to the physical attributes of the product. Whether the differences 
in the physical attributes of the products are, in fact, significant 
to the ultimate consumer can be subject to debate, but if the manu- 
facturer believes this to be the case, he will react in terms of 
product policy or in terms of reinforcing or changing the product 
image. 


XUM 


Seooe * 


XUM 


BRAND IMAGES AMONG LOW PRICED CARS 63 


It should be recognized, of course, that an interaction may 
exist between product image and buyer image. For example, if 
through time a particular brand has in fact been demonstrated to 
be dependable and developed a reputation for being a steady, no- 
nonsense product in contrast to another more recent brand which 
is or was marketed as being the latest and newest development in 
its field, it is reasonable to believe that some potential buyers will 
be attracted more to one brand and some to the other. The brand 
which has a reputation for being dependable may develop a public 
image as being bought by conservative, prudent, no-nonsense peo- 
ple while the brand that is advertised as the latest development 
may become the means whereby a person reflects his independent, 
forward-looking personality. In other words, some of the attrib- 
utes of the brand become associated with the buyers of the brand. 

It is also possible for the manufacturer to have an image of his 
brand’s image or to be guided accordingly in his business deci- 
sions. For example, the manufacturer who believes the market 
position of his brand is due to a reputation for dependable, no- 
nonsense performance will tend to avoid changes in his product 
and to move slowly with respect to label changes, package changes, 
new and different advertising campaigns and the like. In contrast, 
the manufacturer who believes the market for his product is based 
on a reputation for being modern and advanced may feel compelled 
to engage in change for the sake of change in order to sustain this 
image in the minds of the buying public. 

As is so frequently the case in marketing, the correct approach 
appears to be one of recognizing the dual nature of brand image 
and to be aware of the interactions that may be involved. Concen- 
tration on one aspect of brand image to the point of excluding all 
other aspects can lead to error. 

At this point, some of the evidence accumulated in the study of 
brand images in the automobile industry will be presented, partic- 
ularly as they appl to the low-priced makes of cars—Ford, Chev- 
rolet, and Plymoutl. For obvious reasons, it will not be appro- 
priate to report the research findings in any detail, nor will it be 
possible to include brand image data on the new domestic economy 
cars—the Falcon, the Corvair, or the Valiant. Nor, as the title of 
the paper has already indicated, will data on the brand images 
associated with medium priced makes, high priced makes, or 
foreign make cars be discussed. However, empirical findings with 
respect to Ford, Chevrolet, and Plymouth will serve to illustrate 
some of the dimensions of the brand image problems. 

First of all, efforts to date have shown little or no success in 
developing good evidence with respect to marked differences in the 
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personalities of the Ford buyer, the Chevrolet buyer, or the 
Piymouth buyer. The experiences of the Ford Division in this 
area are quite similar to those reported in an article by Franklin 
B. Evans published in the October 1959 issue of the Journal of 
Business of the University of Chicago. In this article, under the 
title ‘‘Psychological and Objective Factors in the Prediction of 
Brand Choice: Ford Versus Chevrolet,’’ Mr. Evans states, ‘‘It 
seems to make little difference to a large percentage of car own- 
ers with widely varying psychological and other characteristics 
whether they own a Ford or a Chevrolet.’’ Although the Evans 
article is open to criticism because of its dependence upon the 
Edwards Personal Preference Schedule as the sole basis for 
measuring personality difference, and also because the sample 
was limited to a single geographic area, efforts to measure differ- 
ences in the personality of new Ford, Chevrolet, and Plymouth 
buyers, and differences in the public images of Ford, Chevrolet, 
and Plymouth buyers, using a wide variety of research techniques 
and large national probability samples, have also indicated that 
Ford, Chevrolet, and Plymouth buyers are much more alike than 
they are different. It is possible that the measurement devices 
used in Ford Division research were also inadequate to the task of 
identifying the personality differences between buyers and makes. 
However, the research data has been accumulated over a period of 
five years during which all the research approaches known to the 
Ford Division and to the research firms it employed have been 
tested. 

Almost in direct contrast to the lack of success in identifying 
images associated with the buyers of these three make cars, there 
has been no difficulty in securing evidence that differences asso- 
ciated with the product do exist for Ford, Chevrolet, and Plymouth 
and that each of the annual models of these cars are viewed dif- 
ferently by car owners. For example, Ford has a general reputa- 
tion for having the best pick-up and acceleration of the three 
makes; Plymouth is considered the car with the most comfortable 
ride; Chevrolet, the car with the best gasoline economy; and so on. 
Most of these images appear to be based upon an historical fact 
which has been heavily advertised over a period of years. For 
example, the reputation of Ford for performance and Chevrolet 
for gasoline economy appears to stem from the long period when 
Chevrolet offered only a six-cylinder engine while Ford stressed 
its V-8 engine almost to the exclusion of its ‘‘6’’. Plymouth’s 
reputation for riding comfort ante-dates the recent torsion bar 
suspension system and apparently goes back to the days when 
Chrysler introduced rubber insulated engine and body mounts on 
all their cars. 
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A point of some interest is the evidence that the product image 
can be changed by the combination of product fact plus skillful 
promotion. One example is the reputation for the safest car ob- 
tained by Ford in 1956 through this introduction and promotion of 
safety door locks, deep disked steering wheels, padded instrument 
panels and sun visors, and safety belts. 

It is possible, of course, that public images concerning the 
personality of the buyers exist for such unique products as the 
Thunderbird, the Corvette, and small foreign economy cars as 
well as for high-priced makes of standard cars such as Cadillac, 
Lincoln, or Imperial in contrast to low-priced makes such as Fal- 
con, Corvair, and Valiant. The important point, however, is that 
strong product images exist where strong personality images do 
not exist. 
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FACTORS MOTIVATING CONSUMER 
CHOICE OF PRIVATE BRANDS 


ROBERT S. HANCOCK* 
University of Minnesota 


OR the purposes of our discussion this afternoon, it is pre- 

ferred to use the term “private brand(s)’’ as indicated in your 
program. In so doing, private brands are regarded as synonymous 
with ‘‘distributor brands,’’ ‘‘controlled brands,’’ ‘‘wholesaler- 
retailer brands’’ and other similar terms. Each of these terms 
seem to have identical meanings as they all denote the ownership 
of a brand by a wholesaler or retailer and the marketing institu- 
tion having ownership control assumes, if not the total merchan- 
dising task, a major portion of it. 

The contents of this paper rely on certain phases of a recent- 
ly completed research project by the marketing faculty of the Uni- 
versity of Minnesota. This project was sponsored by an anony- 
mous manufacturer. In other words the sponsoring company 
manufactures private brands exclusively for distribution to large 
scale wholesalers and retailers. It manufactures nothing under its 
own name. This particular company sells its products to regional 
and national distributors in the United States and Canada, and it 
has franchised manufacturing plants in several foreign countries. 
A number of its products are among the well known private brand 
names. Much of the data for this project was gathered by means 
of personal interviews with the managements of 21 large-scale 
merchandising firms located in the United States and Canada. The 
sample comprised general merchandising and mail order houses, 
food retailers, automotive and hardware chains, department stores 


*Robert S. Hancock is Associate Professor of Marketing at the University of 
Minnesota. He joined the faculty there in 1957. Prior to that time Mr. Hancock 
served on the Marketing staff at the University of Illinois where he received both 
his M.S. and Ph.D. degrees. He is also active as a business consultant. Mr. Han- 
cock is co-author (with Harvey W. Huegy) of Credit Problems Manual and co- 
author (with Robert H. Cole) of a forthcoming text in Credit and Collections. 
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and their buying groups. Secondary sources of information were 
helpful in detecting general patterns and trends of private brands 
and also in adding confirmation and strength, here and there to our 
primary data. 


GROWTH PATTERNS OF PRIVATE 
BRANDS 


The growth of private brands is a counterpart of large-scale 
retailing. When or where private brands originated is not known, 
but a number of our present day corporate chains commenced 
buying by specification before the turn of the century. A rather 
strong and definite pattern of private brand growth was apparent in 
the 1920’s and this continued until World War II. Setbacks in the 
development of private brands occurred during World War II and 
the immediate post-war years, when materials were scarce and 
production rates could not be maintained for private brands. 
There has, however, been a very strong resurgence of private 
brands during the past decade and this growth has every indication 
of continuing. It is this recent resurgence that has generated the 
concern of leaders in the retailing industry as well as attracted 
the attention of academic people. Hence, for manufacturers and 
distributors affected by private brands, and also to improve the 
academic persons’ concepts and understanding of a marketing 
phenomenon, it is both timely and desirable to inquire into the 
marketing strategy that has been successful in motivating con- 
sumers toward private brands. 

Before inquiring into this marketing strategy let us clarify the 
fact that private brand growth is a counterpart to large-scale re- 
tailing. Most of our retailing developments center on the vast size 
to which some retail organizations have grown. We all know that 
relatively few of the nation’s retailers account for the bulk of the 
annual retail volume. Furthermore, only about 3.5 per cent of the 
retailers reach an annual sales volume in excess of one-half mil- 
lion dollars. Few of these, though, have the sales volume, and 
executive talent to enter the private brand field. There has, how- 
ever, been the startling growth during the last few decades of a 
few hundred retail firms whose sales volumes now fall into the 
‘‘multimillion dollar class’’ and six corporate chains whose sales 
volumes now fall into the ‘‘more than a billion dollar’”’ category. 
During this same period, the corporate chain, voluntary chain, and 
retailer-cooperative have made their mark. Mass merchandising 
developments as spearheaded by these organizations have created 
many of the conditions which have tended to make private brands 
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a logical course of action. These same retail firms have the fi- 
nancial strength and know-how to undertake the expensive demand- 
creating operations necessary to build private brand acceptance on 
a grand scale. 

Associated with these developments has been horizontal inte- 
gration, i.e., the expansion into many retail outlets. This has con- 
tributed the assurance of a high and sustained sales volume which 
is as essential to the success of aprivate brand as it is to a manu~ 
facturer’s brand. Vertical integration is another condition con- 
tributing to the development of private brands. Retailers with 
sizeable sales volumes have found it advantageous to assume some 
manufacturing and wholesaling functions or to specify clearly their 
own requirements for their brands. 

These developments, then, have contributed to the fundamental 
conditions which were necessary before a retailer could embark 
on a widespread private brand program, or before he could suc- 
cessfully exploit the advantages of private brands. 


FACTORS WHICH FAVOR THE USE 
AND ACCEPTANCE OF PRIVATE 
BRANDS 


Without exception, the study by the Minnesota marketing fac- 
ulty, found that a successful private brand hinges on the existence 
of either customer need, or the fact that customer good will and 
confidence in the retailer is so strong that consumer acceptance 
of the private brand is assured. Of course retailers are in a much 
better position than manufacturers when it comes to recognizing 
customer need and in building his confidence in the store and 
merchandise lines. There is no doubt that a number of our largest 
retailers have done just that. In other words, it is contended that 
consumers strongly associate the fulfillment of their needs with a 
retailer, and not (as commonly held by some) with a manufacturer 
who most often is at a distant place from the consumer-retailer 
community. 

Recognizing the above basic considerations, large-scale re- 
tailers have found that in order to maximize their efforts to meet 
consumer need, satisfaction and service, it is necessary to have a 
marked degree of control over the products they sell. In doing 
this, private brands are recognized as an integral part of a well- 
rounded and effective merchandising policy, for without them 
either gaps, or marked deficiencies in their merchandising poli- 
cies, or both, would occur. The firms involved in our study rec- 
ognized three important merchandising gaps, and a like number 
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of marked merchandising deficiencies, all of which could be 
wholly or partially overcome with their own brands. The mer- 
chandising gaps are: 


1. Price and quality gap—A product of equal or higher quality 
at a lower price is needed to satisfy consumer demand. 

2. Ensemble and family of products gap—A complete ensemble, 
or a family of products cannot be obtained economically by 
buying manufacturers’ brands, and to have coordination of 
quality, style (or design) and price in order to create a uni- 
form appeal, private brands are necessary. 

3. Prestige gap—No appeal to the prestige market can be made 
with a manufacturers brand. 


The marked deficiencies in merchandising effectiveness are: 


1. A product or merchandise line is unstable because the line 
is sold by discount retailers, the price is unstable and sub- 
ject to price cutting; or the line may be fair traded and this 
depresses the merchandising possibilities for the firm. 

2. A manufacturer’s brand either is not available or is weak 
in public acceptance; or if available, it has spotty distribu- 
tion. 

3. The cost of distribution of the manufacturer’s line is too 
high or the distribution policies of the manufacturer do not 
coincide with those of the retailer, and hence greater dis- 
tribution efficiency in the form of lower costs may be had 
by developing the private brand. 


Some of the above factors are obviously stronger than others 
in motivating consumers. Certainly consumers are very likely to 
be more influenced by the product values they can feel and ob- 
serve, rather than the ‘‘hidden values.’’ It is quite clear that the 
three ‘‘gaps’’ and the closing of them by retailers are strong fac- 
tors in motivating consumers. On the other hand, the latter group 
of factors are really merchandising policy matters andas such are 
not usually discernible by consumers. One thing seems certain—it 
is the entire complex of factors, rather than any single one, that 
has made possible the adoption of private brands by large-scale 
retailers. In turn, these same factors have had en important role 
in the widespread acceptance of these brands by corsumers. 
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Because price and other factors of appeal account for much of 
the success in the acceptance of private brands, these factors are 
worthy of additional elaboration. The pricing of a private brand at 
a price lower than a manufacturer’s brand of comparable quality is 
a typical example of the strategy employed. When customers are 
able to compare the merchandiser’s brand and price with a manu- 
facturer’s brand and price, there is the obvious tendency for the 
price conscious customer to select the lower-priced product. But, 
great care must be taken so as not to price the item too low. For 
example, one general merchandising company reported having 
purchased a large quantity of men’s sweaters which retailed at 
$12.95 in competing stores. This firm replaced the label with its 
own and featured the sweaters as a $12.95 value for only $4.98. 
They failed to sell these sweaters in great quantity until such time 
as they moved the price up to $7.98 and then featured them as a 
$12.95 value. Such experiences as this indicate to retailers that 
the price of a private brand cannot be set so low as to cheapen it 
in the consumer’s mind. 

For the most part, we found that it is typical for private-brand 
merchandise to sell for less, particularly when a comparable 
manufacturer’s brand is also displayed. Frequently, the private 
brand is shown to its best advantage when the retailer is able to 
display it prominently along with manufacturers’ brands. This, in 
fact, is a very common practice and is used for such diverse prod- 
ucts as appliances, grocery products, cold cream, andaspirin. 

If, however, price is set at the same level as the manufactur- 
er’s brand, additional accessories or quality features are pro- 
moted heavily so that, relatively, the private brand is lower 
priced. An example of this technique was found in one department 
store which featured private brand shirts at the same or higher 
prices than manufacturers’ brands. In this instance the higher 
count broadcloth, stronger buttons and better workmanship were 
features which attracted the customer from the manufacturers’ 
brands to the store brand. Prestige lines which have experienced 
considerable growth and acceptance usually have no comparable 
manufacturer’s brand to compete against. Therefore, their repu- 
tation and value are usually supported by a prestige price. This 
is the exception to the more common policy of relatively low price. 
Many department stores have such lines. 

Appeal is not on price alone, however, but also on value. Value 
is a function of both price and quality. If the customer accepts the 
stated policy of many private branders, e.g., ‘‘We have private 
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brands only if we can offer the customer the same quality at a 
lower price or a higher quality at the same price,’’ the greater 
value appeal is stronger than price or quality alone. 

While price remains one of the strongest appeals, pricing has 
other advantages for the merchandiser. Price lining, for exam- 
ple, is easier to accomplish when products are tailored to speci- 
fications which are in accord with customer needs. To the cus- 
tomer, general price lining is an inducement to shop at the store 
which has definite price lines—price lines at levels which are ac- 
ceptable to him. 

Some retailers have found that vacuums existed at both the high 
and low ends of their price lines, with manufacturers’ brands oc- 
cupying a strong position in between. By filling these gaps with 
their own brands, a broader product and price appeal can be made. 
Such a broadening of the line exploits more completely the needs 
of the consumer. Women’s shoes, house furnishings, and coffee 
are examples of products for which stores may have multiple pri- 
vate brands. Department stores frequently have separate brands 
for the Basement Store. 

Pricing is closely allied to some other aspects of successful 
merchandising, namely fair trade and the need to control price. 
Fair trade which helped to foster the development of private 
brands, also fostered price competition as the historical margins 
on many lines became unrealistic and eventually broke down. This 
brought with it an expansion of discount selling and other aggres- 
sive competitive practices. 

Without control over price the retailer may find himself selling 
at prices which do not afford a margin high enough to cover oper- 
ating expenses. This was found to be one of the problems faced by 
department stores in the sale of major appliances. To compete 
with discount houses, department stores may be forced to sell ap- 
pliances at a very small mark-up. A private brand retailer con- 
fronted with this problem may have a much wider margin on his 
own brand. He can stabilize his price at a lower level and still 
have sufficient margin to undertake aggressive merchandising 
profitably. When retailers merchandise on a price basis, control 
over price is essential to their success. Without control over 
price, they may be faced with an intolerable margin squeeze. 


CREATING PRODUCT AND STORE 
DISTINCTIVENESS 


Finally, one very important hidden advantage results from the 
closing of the gaps just outlined. This advantage is product and 
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store distinctiveness. Distinctiveness is a product of private 
brands not usually recognized by the casual observer. Large scale 
retailers clearly recognize that any retailer is at a competitive 
disadvantage unless he can create an image of distinctiveness for 
his products and his establishment. The merchandising of manu- 
facturers’ brands by large-scale retailers in all likelihood stimu- 
lates the demand for the brand in other stores as well. ‘‘Why 
should we advertise manufacturers’ brands heavily and increase 
sales of those brands in other stores, when we can promote our 
private brands and our store’s exclusively?’’ and ‘‘We feature our 
own brands so as to offer products that are distinctive—products 
that are different—from manufacturers’ or competitors’ brands,’’ 
are the typical views of large-scale merchandisers. These 
retailers have clearly recognized the value of distinctiveness and 
this is one of the reasons they have developed private brands. 
But, more importantly this has given them a ‘‘captive’’ customer. 

While distinctiveness may at first seem incongruous to private 
brands, this is an important success factor in retailing. To create 
distinctiveness, private branders fill the gaps at the high and low 
ends of the price lines, or develop brands in direct competition 
with moderately-priced manufacturers’ brands. In this way stores 
refrain from becoming so similar to their competitors that they 
have little or nothing different to offer their customers. What 
then, is the force that attracts trade? Most of the really success- 
ful merchandisers have created a distinctiveness which has built 
their large volume of trade. Private brands enable merchants to 
create distinctiveness of product and store which is not possible 
through location, interior design and layout, promotion, or the use 
of commonly-handled manufacturers’ brands. 

The distinctive private brand can be a promotional aid which 
will help to attract customers away from competitors. This may 
be a price difference or quality difference, or it may be store 
loyalty built upon a succession of purchases of private-brand 
merchandise. The mixing of both manufacturers’ brands and pri- 
vate brands has given some retailers a maximum appeal. Even 
those units with 90 or 95 per centof their volume in private brands 
recognize the advantage of the mix, if for no other purpose than 
objective comparison by the consumer. 


THE OUTLOOK FOR PRIVATE BRANDS 


All signs point to the conclusion that private brands are in the 
ascendancy. Among these signs are the continuing growth of 
large-scale retailing and the steadily growing use of private 
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brands. The same is true of department store groups and many 
centrally-owned chains. Voluntary chains, retailer-cooperatives 
and consumer cooperatives are today even more deeply engaged in 
private brand development. 

The ever-present consumer interest in price favors the expan- 
sion of private brand business and the extension of private brands 
into comparatively new areas. Among these are house furnishings 
and even such products as clocks and watches, jewelry, silver- 
ware, and photographic equipment. Private brand developments 
in these lines are in the infancy stages. 

Our study amply demonstrates that private brands can be sold 
on a high-price prestige basis as well as in competition with 
manufacturers’ lower-priced brands. Retailers, therefore, have 
an opportunity in many lines to use several private brands at dif- 
ferent price levels. 

Leading private brand users have developed a high degree of 
customer loyalty and trust in their brands, and this good will in 
turn can carry them to new heights in the use of private brands. 
Product distinctiveness of this type is an asset as unique as it is 
valuable, and retailers are certain to capitalize on it. 

As long as private brand users exercise care in the selection 
of their lines, supervise closely the quality of their products, and 
price their brands intelligently, consumer interest in private 
brands will perhaps remain high. 

The exact growth pattern is difficult to predict. Where private 
brands are deeply entrenched, the rate of growth may be compara-~ 
tively slow, but even this is uncertain because of the interrelation- 
ships between private and manufacturers’ brands in such respects 
as quality, price, service policies, and sales promotion. It is con- 
ceivable that private brands may reach a plateau as lines most 
suitable for private brands are filled out. However, sucha 
plateau, if there is to be one, is certainly not in sight, as the way 
toward further expansion seems wide open. 

There is no prospect that private brands will in any sense 
drive out manufacturers’ brands, however. Both types of lines 
are certain to increase in dollar volume with our expanding econo- 
my. Department stores, chain stores, and even the mail order 
houses will not be able, and in fact may have no desire, to cut off 
manufacturers’ brands. Some consumers for various reasons will 
always prefer manufacturers’ brands in certain fields. Good mer- 
chandisers will meet their customers’ needs, whatever they may 
be, and many customers will continue to call for manufacturers’ 
brands. In fact, if manufacturers become increasingly disturbed 
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about the growth of private brands they will attempt to strengthen 
the competitive position of their own brands. 

It is clear, therefore, that the competitive struggle between 
manufacturers’ and private brands will continue. Private brands 
have some strong advantages, but manufacturers will also be keen 
and quick to exploit their own brand positions. 
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CONTRIBUTIONS OF THE BEHAVIORAL 
SCIENCES TO INDUSTRIAL MARKETING 


EUGENE J. KELLEY* 
New York University 


HANGE is one certain constant in industrial marketing as it is 
in the practice and teaching of all business administration. A 
perspective on the future rate of change was offered by Edwin Tel- 
ler when he stated recently that in each century since 1650 man 
roughly doubled his knowledge of the world and mankind in this 
world. While any such observation is only an approximation, it is 
suggestive of the enormous accumulation of knowledge that has 
taken place over the last three hundred years.’ 

Scholars in several fields underlying industrial marketing have 
predicted that as much will be learned in the next century as in 
hundreds of years, or in some cases, in all previous history. The 
rate of acceleration of knowledge in the next twenty-five years 
could be nearly as great as that ofthe past century. If this accum- 
lation of knowledge occurs, the sources and quality of potential 
interdisciplinary contributions to marketing will be enhanced 
greatly. 

The rate of progress will have a tremendous impact upon mar- 
keting education and practice. Its effects will reverberate through- 


*Eugene J. Kelley is Assistant Dean of the Graduate School of Business Ad- 

ministration at New York University. He received his appointment as Assistant 
Dean in 1959. Prior to that time Mr. Kelley was Associate Professor of Business 
Administration at Michigan State University. He holds the M.Ed. and M.B.A. 
degrees from Boston University. His Ph.D. was awarded by New York University. 
Mr. Kelley is co-author (with William Lazer) of Marketing Management: Per- 
spectives and Viewpoints and Interdisciplinary Contributions to Marketing Man- 
agement. 
Editor’s Note: While this paper was presented by Mr. Kelley at the Washington 
meetings, it together with the following paper represents a joint project by Pro- 
fessors Kelley and Lazer. Dividing the task of presentation was dictated solely on 
grounds of audience interest and appeal rather than authorship. 

1. G. L. Bach, ‘‘Some Observations on the Business School of Tomorrow,” 
Management Science, July, 1958, pp. 351-52. 
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out all specialized areas of marketing. This is one reason why 
teachers of industrial marketing or any professional school sub- 
ject must be ready to appraise new ideas and information. 


PROCEDURE 


Today we hope to suggest some insights, concepts, and infor- 
mation which might be helpful to you in evaluating the potential 
merits of one area of change: the interdisciplinary approach to 
industrial marketing. ? 

Some of our comments may have general marketing relevance 
as well as direct industrial marketing applications. But, we be- 
lieve that the greatest progress in assessing the contributions of 
the interdisciplinary approach will be made only when tested prag- 
matically against specific marketing problems. The field of In- 
dustrial Marketing offers many opportunities for the practical ap- 
plication of interdisciplinary models, concepts, and ideas. 

After these introductory remarks we will suggest some contri- 
butions which several disciplines offer industrial marketers. We 
will concentrate largely on the potential contributions of selected 
non-business administration areas. However, some questions will 
be raised about the relationship of cross-functional thinking in 
business administration to the interdisciplinary approach to in- 
dustrial marketing. An attempt will then be made to integrate non- 
business and business approaches to the study of industrial mar- 
keting. Finally, some conclusions will be offered about the 
educational and managerial significance of interdisciplinary devel- 
opments to teachers of the Industrial Marketing course. 

We are not attempting today to provide a comprehensive treat- 
ment of all the contributions to industrial marketing that might be 
made through application of the interdisciplinary approach. We do 
hope to stimulate discussion about the merits or lack of merits of 
the approach. 


Interdisciplinary Scope 


The interdisciplinary orientation includes not only the social and 
behavioral science contributions but also those of the physical 


2. William Lazer and Eugene J. Kelley. ‘‘Interdisciplinary Contributions to 
Marketing Management’’, Bureau of Business and Economic Research, College of 
Business and Public Service, Michigan State University, East Lansing, Michigan, 
1959, pp. 1-46. This monograph provides a full treatment of the nature and scope 
of the interdisciplinary approach to marketing management. 
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sciences and, most important, those of various business adminis- 
tration areas. The contributions of the functional fields of business 
administration should be regarded as integral components of the 
interdisciplinary approach to industrial marketing. 

Finds of such subjects as management, cost accounting, pro- 
duction, human relations, purchasing, and financial administration 
are significant stimuli to the development of industrial marketing 
practise and knowledge. Business administration contributions, 
while not logically separable from those ofthe behavioral sciences, 
are currently more important for industrial marketing manage- 
ment that the latter. One of our first tasks is to improve com- 
munications with our colleagues on business administration fac- 
ulties. 


Hybrid and Multi-Sexual Disciplines 


Other disciplines are interested in evaluating the merits of the 
interdisciplinary approach. For instance, economists have been 
concerned with the impact of interdisciplinary activity. Boulding 
has stated 


Something which might be called an interdisciplinary 


movement has been abroad (. . .in economics. . .) for 
some time. The first signs of this are usually the devel- 
opment of hybrid disciplines. . .In the social sciences, 


social anthropology is fairly well established. Economic 
psychology and economic sociology are just beginning.® 


In recent years there has been an added impetus, according to 
Boulding, of the development of ‘‘multi-sexual’’ disciplines such 
as cybernetics, information theory, and organization theory. Cy- 
bernetics evolved out of electrical engineering, neurophysiology, 
physics, biology, and economics; information theory originated in 
communications engineering and has applications in many fields 
from biology to social sciences; organization theory developed out 
of economics, sociology, engineering, physiology, and management 
science. Marketing Management, Psychology of Selling, and Con- 
sumer Economics are also hybrids. Webelieve these developments 
have implications for industrial marketing. From one perspective 


3. Kenneth E. Boulding, ‘‘General Systems Theory—The Skeleton of Science,”’ 
Management Science, April, 1956, p. 199. 
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industrial marketing is a hybrid discipline between marketing, 
engineering, and industrial management. Industrial marketing men 
might be more sensitive to interdisciplinary development than our 
colleagues in general marketing or economics. We believe the 
strengthening of hybrid marketing disciplines such as industrial 
marketing will contribute to a more rigorous discipline of mar- 
keting. The multi-disciplinary practice of using social and be- 
havioral science findings in marketing, now in vogue, can be the 
first stage in the adoption of an integrated interdisciplinary ori- 
entation to marketing and its hybrid areas. The development of 
hybrid disciplines is only one type of change with which we will be 
faced. 


INTERDISCIPLINARY CONCEPTS 


Interdisciplinary contributions to Industrial Marketing 
Management 


Exhibit I has been prepared to suggest something of the value of 
the interdisciplinary approach in extending the frontiers of in- 
dustrial marketing knowledge and in helping to solve industrial 
marketing problems. 

Two important areas of Industrial Marketing are: 


1. Industrial procurement and purchase motivation. 
2. Product development. 


There are numerous concepts currently being studied by such 
disciplines as psychology, sociology, social psychology, anthro- 
pology, demography, and geography which can contribute toa better 
understanding of both these areas. For example, social psychology 
investigates attitudes, interpersonal relations, opinions, power 
structures, and behavior; sociology studies stimuli, group dy- 
namics, group decisions, impact, recall, and recognition all of 
which may improve our knowledge of industrial procurement and 
purchase behavior. 

Looking at product development such concepts from psychology 
as acceptance, adjustment, apperception, desires, interests, needs, 
wants, and symbolism are directly associated with a better com- 
prehension of this whole area. 

This table is not intended to be comprehensive in either the 
disciplines covered or the concepts listed. Itismerely suggestive. 
It points up some of the potential benefit of adopting a behavioral 
science focus to the solution of industrial marketing problems and 
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INDUSTRIAL PROCUREMENT AND PURCHASE MOTIVATION 


Psychology 


Association 
Attitudes 
Beliefs 
Behaviorism 
Consciousness 
Emotions 
Habit 
Appeals 
Interests 
Impulse 
Judgment 
Imagery 
Learning 
Motivations 
Identification 
Projection 
Reasoning 
Sublimation 
Stimuli 


Psychology 


Acceptance 
Adjustment 
Apperception 
Attitudes 
Attention 
Desires 
Interests 

Needs 

Wants 

Urges 

Ideation 
Experimentation 
Imagery 
Innovation 
Symbolism 
Sensations 
Response 
Testing 

Human Engineering 
Identification 


Social Psychology 


Attitude measurement 
Interpersonal relations 


Mass Psychology 
Motivations 

Power structure 
Public opinion 

Role 

Situational behavior 
Empathy 

Behavior 
Interaction 


Sociology 


Stimuli 
Communication 
Differentiation 
Environment 
Group Dynamics 
Group Decisions 
Impact 

Recall 
Recognition 
Propaganda 
Values 

Opinions 
Systems 


PRODUCT DEVELOPMENT 


Social Psychology 


Identity 
Attitudes 
Mass communication 
Prestige 
Public opinion 
Role 

Status 
Adjustment 
Surveys 

Polls 
Dynamics 
Innovation 
Diffusion 
Stereotypes 


Sociology 


Class behavior 
Status 
Communications 
Cultural change 
Customs and mores 
Differentiation 
Surveys 

Testing 
Innovation 
Change 

Status 
Technology 
Systems 


Anthropology 


Attitudes 

Cultural dynamics 
Cultural lag 
Characteristics 
Status 

Standards 


Anthropology 
Assimilation 
Adjustment 
Change 
Innovation 
Cultural lag 
Symbols 
Consumption 


Demograph & Geography 


Resources 
Climate 

Growth 

Group behavior 
Megalopolis 
Population 
Spatial forces 
Regionalism 
Temporal forces 
Vital statistics 
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indicates how industrial marketing knowledge can develop by uti- 
lizing an interdisciplinary approach. Similar tables could be pre- 
pared for other significant industrial marketing areas. We are 
sure that you are aware that such topics as communication, infor- 
mation, motivation, behavior, creativity, problem-solving, and 
decision-mai.ing have significant implications for industrial mar- 
keting management. They are currently being investigated from 
several different vantage points by many behavioral disciplines. 
Industrial marketing researchers and teachers should try to in- 
tegrate these concepts to develop a more holistic approach to in- 
dustrial marketing. 


Levels of Significance 


It should be noted that the interdisciplinary approach can be 
useful to industrial marketing management at two levels. First, 
it can be useful in bridging the gap that exists in both time and 
space between industrial goods manufacturers, industrial mar- 
keting middlemen, and industrial markets or industrial goods 
consumers. This helps bring the industrial marketing program, 
consisting of the three major mixes into proper adjustment with 
the forces of industrial markets. Second, the approach can help 
bring the total industrial marketing program into proper focus and 
harmony with the existing external industrial marketing climate 
by furnishing a better understanding of such external forces as: 
governmental res‘rictions, legal requirements, ethical, social, and 
cultural patterns, natural resources, the economic and competitive 
climate and so on. 

We feel that problems of interest to industrial marketers, or 
industrial marketologists, as Bartels might call us, canbe grouped 
according to four major areas. These areas are designated as the 
three marketing mixes which collectively comprise the total 
marketing mix, and the area of marketing administration. The 
three mixes we refer to are: the goods and service mix which 
includes such questions as product policy, service policy, and 
pricing tactics; the communications mix which includes an in- 
tegrated approach to communicating with the market and covers 
the functional areas of advertising, sales promotion, and personal 
selling and the distribution mix which is comprised of the elements 
of the channels of distribution and physical distribution. 

Findings from various behavioral sciences are significant to 
industrial marketing management in solving specific problems 
within each of the mixes. In a monograph on Interdisciplinary 
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Contributions of Marketing Management* we ranked, in very broad 
terms, the direct degree of significance of the concepts, the infor- 
mation, and the research findings from various behavioral disci- 
plines to selected marketing problems in each of these areas. We 
indicated whether the relationships were of considerable signifi- 
cance, of some significance, or of little significance. The ordering 
was arrived at after an extensive investigation ofthe literature and 
consultation with specialists in anthropology, social psychology, 
psychology, sociology, and various business administration areas. 


Multiple Approaches of Behavioral Disciplines 


A word of caution concerning the integration of the findings of 
other disciplines with the findings of industrial marketing might be 
injected profitably at this juncture. Teachers of industrial mar-~ 
keting should be aware that psychologists, sociologists, anthro- 
pologists, and other social and behavioral scientists are not 
necessarily any more unified in the concepts they hold of their 
disciplines than are industrial marketers. Complete agreement 
does exist among these scientists as to the most promising lines 
of development for particular aspects of their subject matter 
areas. For example, consider the important subject of motivation 
which is important to effective programming of industrial mar- 
keting effort. Motivation has been studied at considerable length 
by psychologists and other behavioral scientists. However, rather 
than any one unified approach emerging, there are at least three 
major directions followed by psychologists pursuing motivation 
studies.> A number of different approaches may evenbe suggested 
by other behavioral scientists. 

First, there is the approach of laboratory of ‘‘rat’’ psycholo- 
gists, who have tended to focus upon the physiology of psychology. 
Then there are clinical psychologists who have centered on the 
role of certain psychological factors in motivation. This group 
tends to minimize the biological drives as influencing human 
motivation and behavior. The third psychological approach is 
represented by the Gestalt psychologists particularly Kurt Lewin 
and his followers. Of the three, this latter approach may have the 


4. Lazer-Kelley, op. cit., pp. 7-13. 


5. For further discussion of this point see Herta Herzog, ‘‘Behavioral Science 
Concepts for Analyzing the Consumer,”’’ paper given at the Conference of Market- 
ing Teachers for Pacific Coast States held at the University of California, Berk- 
eley, September 9, 1958. 


84 MARKETING CONCEPTS IN CHANGING TIMES 


greatest significance for marketing people in studying human mo- 
tives and other related questions. 

These three different psychological approaches are cited to 
indicate that in any one discipline a variety of theories and 
avenues to the understanding of human behavior may exist. A 
problem facing teachers and practitioners who try to integrate and 
utilize behavioral science concepts in industrial marketing is that 
of evaluating and recounciling various theoretical explanations and 
research findings relating to a subject. As a result, the attempt to 
integrate numerous and often conflicting explanations of behavioral 
scientists into a practicable industrial marketing problem solution 
or a better understanding of industrial marketing behavior can be 
a perplexing experience. 
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INTERDISCIPLINARY CONTRIBUTIONS 
TO MARKETING 
MEASUREMENT 


WILLIAM LAZER* 
Michigan State University 


NDUSTRIAL marketing practitioners and teachers are aware of 
the numerous measurement methods that have been developed by 
various subject-matter areas. The interdisciplinary approach has 
been used in applying many measurement techniques to obtain so- 
lutions to marketing problems. Some of the more promising con- 
tributions to quantitative methods in marketing come from five 
disciplines: sociology, psychology, social psychology, statistics, 
and operations research. The techniques they contribute may be 
useful in solving problems in such areas as: advertising, product 
and price analysis, sales forecasting, location, competitive strat- 
egy, and estimation of market potentials. They contribute to more 
precise cardinal and ordinal measurements and facilitate the plan- 
ning and control of industrial marketing operations. 
The contributions of statistics are well known to industrial 
marketing teachers. Some of the techniques from the four other 
areas are: 


Operations Research Psychology 


Competitive-Bidding Theory Camera Action 


Game Theory Cartoon Tests 
Information Theory Depth Interviewing 
Input-Output Analysis Eye Camera 

Linear Programming Galvanic Skin Responses 


*William Lazer is Associate Professor of Business Administration at Michi- 
gan State University. Mr. Lazer received the M.B.A, degree at the University of 
Chicago and the Ph. D. degree at Ohio State University. He is co-author (with 
Eugene J. Kelley) of Marketing Management: Perspectives and Viewpoints and 
Interdisciplinary Contributions to Marketing Management. 
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Operations Research (cont’d) Psychology (cont’d) 


Stochastic Models Impact 
Organization Theory Personnel Tests 
Queuing Theory Picture Frustration 
Replacement Theory Ranking 
Search Theory Recall 
Servomechanism Theory Scaling Techniques 
Simulation Semantic Differential 
Utility Theory Subliminal Perception 
Decision Theory Thematic Apperception 
Sociology Social Psychology 
Content Analysis Cartoon Tests 
Interviewing Error Choice 
Polls Forced Choice 
Questionnaires Interviewing 
Ranking Picture Tests 
Samples Questionnaires 
Scales Recognition 
Scaling Techniques Scales 
Sociometric Ratings Scaling Techniques 
Surveys Sentence Completion 
Surveys 
Subliminal Perception 
Thresholds 


In many instances tools borrowed from behavioral sciences are 
adapted and modified by industrial marketing researchers. Through 
refinements in application, the basic measurement techniques 
themselves are improved and industrial marketing researchers 
thereby contribute to other disciplines. 

This classification of measurement techniques merely suggests 
topics of interest. It is not comprehensive; the categories are not 
necessarily comparable, and there are a number of other impor- 
tant contributing subject-matter areas. In addition many of these 
techniques could be classified under several of the disciplines 
cited. 

In many companies the basic interdisciplinary industrial mar- 
keting problem involves the integration of the functional fields of 
accounting production, rather than the integration with sociology 
or psychology. The problem in both cases is one of viewing busi- 
ness as a total operating system. 
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Managers are becoming increasingly interested in the inter- 
action between the components of business enterprise. Forrester 
has pointed out that business achievement depends on the success- 
ful interaction among the flows of information, materials, money, 
manpower, and capital equipment within the firm. These five sub- 
systems interlock to amplify one another within the total business 
complex. Limited functional thinking may not be adequate for an 
understanding of the effects of these interactions. Itdoes not allow 
for anticipated impacts on decisions, policies, organizational 
forms, and investment choices within the firm. 

Industrial marketing decisions are made in terms of their 
impact on the company as a whole and their contributions to over- 
all corporate objectives. The human, financial, and physical re- 
sources of the firm are factors in industrial marketing decision- 
making just as the industrial marketing program affects these 
factors. This corporate complex can be studied as a system. It 
includes the interrelationships and coordination of the activities of 
the manufacturing firm with distributors and dealers as part of 
their joint effort to serve customers. 

Both industrial marketing and corporate decision are influenced 
—perhaps determined—by various forces which are largely beyond 
the control of the management of an individual enterprise. These 
include competitive, social, political, legal, ethical, and inter- 
national forces. The interdisciplinary approach can be useful in 
understanding and even predicting the influence of these external 
forces on marketing decisions. 

The systems approach with its interdisciplinary base is parti- 
cularly important to industrial marketing executives and educators. 
There are two reasons for this: (1) businesses in the future will 
become more market and market development orientated and 
(2) the total approach to industrial marketing will be adopted. 
Marketing will be viewed as an integral sub-system within the 
total system of business action. One example is the long range 
market development plan of Westinghouse. 

The Westinghouse Electric Corporation is now actively pro- 
moting its total electric home (T.E.H.) program. Westinghouse 
studies indicate that, while electric utility loads and capacity 
have doubled every ten years, this rate of growth is not likely to 
hold twenty years from now. To insure the desired rate of growth 
some substantial market development is indicated. The T.E.H. 


1. J. W. Forrester, ‘Industrial Dynamics, a Major Breakthrough for Decision 
Makers,’’ Harvard Business Review, July-August, 1958, pp. 37-66. 
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program should yield considerable volume for the consumer prod- 
uct divisions of Westinghouse, but the real impact of the program 
is aimed at the industrial product of the company. The total 
electric home program is also designed to integrate all of the 
company’s marketing activities except those of the defense product 
group. 

It is probable that market needs, forces, and opportunities will 
provide the basis for more entire systems of business action in the 
future. Marketing forces will be considered as primary elements 
in delineating company objectives. For this reason, it is essential 
that the industrial marketing manager and his team perceive the 
whole enterprise system, its objectives, problems, stability, and 
growth.” 


THE SYSTEMS APPROACH TO 
INDUSTRIAL MARKETING 
SALES MANAGEMENT 


The value of interdisciplinary contributions to understanding 
the operation of the total marketing system has been noted. The 
interdisciplinary systems approach can also be used in analyzing 
specific industrial marketing problem areas. 

The job of the industrial sales manager has two main compo- 
nents: sales administration, covering activities from determining 
potential through sales research, and sales force management 
covering activities from recruiting to stimulating. These sales 
activities take place in the two indicated systems elements. 

The industrial sales system extends beyond the formal company 
organization. The sales activities of manufacturers and distribu- 
tors as well as consumers’ needs and wants become vital elements 
of the system and particularly of the company’s total selling effort. 


Manufacturer- Dealer System 


Operational benefits can accrue from understanding the inter- 
dependence of the existing business structure and corporate effort. 
There are many interrelationships between production, industrial 
marketing, distributors, and consumption of many products. Many 
industrial marketers do not recognize the mutuality of interests of 
their relations with suppliers, and the end users of the product. 


2. Eugene J. Kelley and William Lazer, ‘‘Sales Management and The Systems 
Concept of Marketing,’’ Industrial Marketing, to be published in 1960. 
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External Forces 


Many aspects of the sales system are determined by various 
forces beyond the control of the sales manager. These include 
competitive social, political, legal, and ethical, and international 
forces. Industrial sales managers have to be more sensitive to 
the influence on sales strategy of such forces. The interdisciplinary 
approach can be useful in supplying information and insight about 
the external business system and environment. 

Adoption of this interdisciplinary view of the sales manager’s 
job has some fundamental implications. For one thing, a sales 
manager operating under this interdisciplinary systems concept 
adopts a total sales perspective. He is less likely to view a par- 
ticular problem as an isolated entity susceptible to individual 
treatment and manipulation. For example, the problem of com- 
pensating salesmen should be appraised in relation to other com- 
ponents of sales force management such as recruiting and stimu- 
lating, and aspects of sales administration such as determining 
potential and sales research. The compensation problem should 
be viewed as existing within the total marketing and corporate 
framework and therefore, affected by external forces largely be- 
yong the control of management. The sales manager is apt to be 
more responsive to aid in a compensation problem from outside 
sources including psychology, sociology, and mathematics. 


Sales Action System 


There are at least three systems notions—interdisciplinary 
concepts—which are of interest to the industrial sales manager. 
These are the notions of inputs, communications, and outputs. 


Inputs 


It has been recognized in designing equipment systems that the 
inputs provide the operating ingredients of the system. Market 
planners and field sales planners must recognize that such re- 
sources aS manpower, money, information, products, and service 
are the inputs of the sales action system. The concept of assem- 
bling pre-determined inputs to achieve specified sales objectives 
is a useful notion to industrial marketers. 


Communications 


Communications with the customer and the company are key 
contributions of salesmen to the sales action system. The 
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complexities of communications in a sales action system are just 
beginning to be recognized. Salesmen must overcome the barriers 
of time, space, and lack of knowledge to produce a sustained flow 
of meaningful information. Sales communication links the customer 
and his needs with the salesmen’s firm. 

The sales manager has the important assignment of coordina- 
ting this information flow. The sales manager links not only 
management to the sales force, but the customer to higher manage- 
ment levels. This is one of the key concepts of the marketing 
philosophy. 


Outputs 


Sales managers can be appraised in terms of a variety of 
measurable outputs. The most common, of course, are volume 
and profit standards. These criteria will always be fundamental, 
but others are being recognized as important. Such contributions 
as the type and quality of information provided for management 
planning are becoming more significant bases of evaluation. 

Areas of mutual interest for all participants in the sales pro- 
gram are more likely to be identified and developed under the 
interdisciplinary approach. The salesman in the field is more 
likely to see how his efforts support and supplement the specialists 
in the home office. The headquarters specialist can be helped to 
see that it is the salesman who produces the markets which insure 
corporate survival and growth. The idea of teamwork is easier to 
establish when all components in the sales action system recog- 
nize that they are contributing certain inputs which will be com- 
bined with other contributions to produce a pre-determined set of 
sales outputs. These notions do not come from marketing as such 
but from areas of organization and social behavior. 


CONCLUDING OBSERVATIONS 


To encourage comments and invite questions we would like to 
leave you with a few tentative generalizations that we have reached 
about the merits of adopting an interdisciplinary focus to the study 
and practice of industrial marketing. We are merely presenting 
these comments as a point of departure for further discussion 
rather than as definite conclusions. In the same spirit a biblio- 
graphy has been prepared which you can obtain at the end of the 
meeting. 
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We are well aware that business administration curricula are 
moving in the direction of the utilization and dissemination of 
behavioral and social science ideas. This being the case, we be- 
lieve that industrial marketing teachers cannot afford to ignore 
this major development. The very least that should be done is to 
scrutinize and evaluate any use being made of interdisciplinary 
concepts in related subject matter areas and to examine thoroughly 
the ideas, concepts, and tools available to us. We must have an 
open mind as we critically analyze the potentiality of integrating 
findings from related disciplines. We should be willing to use any 
relevant knowledge and ideas from other disciplines to effectively 
advance the discipline of industrial marketing. 

Currently there has been considerable re-evaluation of the sub- 
stance and content of marketing curricula. Marketing courses are 
now in the throes of being reshaped at many universities. This is 
reflected partly in general marketing in the development ofa 
marketing management orientation. We are of the opinion that 
this same orientation has not been felt in as great a degree in 
industrial marketing. Teachers of industrial marketing, however, 
cannot afford to ignore this trend. Industrial marketing asa 
discipline must not stand still; it must grow in stature. In striving 
for professional advancement we feel that academicians are going 
to be forced to evaluate the merits ofan interdisciplinary approach 
in developing an industrial marketing management orientation. 

There exists considerable danger that industrial marketers may 
adopt a defensive posture with regard to an interdisciplinary focus 
to their subject matter area. That is, rather than viewing inter- 
disciplinary activities in industrial marketing with an open and 
objective mind, it is conceivable that some members of the pro- 
fession may prematurely disclaim the potential merits of this 
avenue of attack. One tempting rationalization to make is that 
while behavioral science activities may be applicable to other 
subject matter areas, they just do not apply to industrial mar- 
keting. 

This ‘‘defense’’ may even be carried further by those who may 
claim that findings from other disciplines apply to the marketing 
of consumer goods and not to the marketing of industrial goods. 
Such a position could become a real source of weakness for 
teachers of an important marketing area. 

It may well be, as was indicated in our earlier discussion, that 
industrial marketing has even more to gain from adopting an inter- 
disciplinary approach, than have many other branches of marketing. 
The reason for this becomes more apparent if one views industrial 
marketing as a hybrid type of discipline which has evolved and 


92 MARKETING CONCEPTS IN CHANGING TIMES 


developed from the merging of other subject matter areas. Then 
the close and strategic relations existing between developments in 
industrial marketing and developments in other disciplines becomes 
clear. 

We should also remember that industrial marketing besides 
using concepts from other disciplines offers a fertile field for 
testing the ideas and hypotheses advanced by allied disciplines. 
Thereby, it has an exceptional opportunity to enrich other areas 
while reaping its own benefits. 

Teachers in industrial marketing should not expect a survey of 
related literature in the behavioral sciences to yielda wide variety 
of existing concepts which can be immediately applied to the 
solution of industrial marketing problems and to the enrichment of 
industrial marketing thought and knowledge. Undoubtedly, many 
potentially rewarding concepts do exist. However, these ideas 
have not as yet been developed from an industrial marketing view- 
point. Therefore, the information from the behavioral and social 
sciences will have to be modified and developed to meet our needs. 
This is one of the challenges confronting teachers and researchers 
in industrial marketing. 

We cannot delegate the responsibility for developing industrial 
marketing dimensions of allied subject matter areas to behavioral 
scientists. We can, however, utilize the body of knowledge and 
facts which applied sciences make available and try to apply them 
to our own areas of interest. 

One of the major gains from adopting and utilizing an inter- 
disciplinary focus in the area of industrial marketing may not be 
that of merely assimilating new information. This may appear to 
be a rather surprising statement. However, we feel that the truth 
of the matter is that the major benefit accruing from an interdisci- 
plinary approach may well be that of giving teachers of industrial 
marketing new perspectives from which to view industrial mar- 
keting. Through the use of concepts adapted from other disciplines 
it may be possible to achieve a more integrated and systematic 
approach to the solution of industrial marketing problems. The 
interdisciplinary approach then may pave the way for more ef- 
fective decision-making in this important area of marketing. As 
a result its greatest benefit may not be that of just describing 
existing situations and producing new information. Rather, as was 
suggested in our talk the merits may lie in its influence upon the 
ways of thinking about industrial marketing. 

Teachers of industrial marketing should not expect to find equal 
applicability of all behavioral and social science findings and 
quantitative techniques to all areas of industrial marketing. The 
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applicability of the contributions is likely to be quite uneven. Cer- 
tain areas of industrial marketing may even have very little to 
gain from adopting an interdisciplinary thrust. Other aspects 
clearly have very direct ties. For example, consider the physical 
distribution problems with which we are faced and the applicability 
of mathematical models and linear programming; the advertising 
and sales promotion decisions and the contributions of communi- 
cations and persuasion theory; and the sales selection and sales 
innovation problems and the tools offered by psychological testing 
and theories of motivation. By and large we feel that industrial 
marketers have only scratched the surface in applying interdisci- 
plinary concepts to solve industrial marketing problems. 

Teachers of industrial marketing should be willing to experi- 
ment with the interdisciplinary approach. We should lead business 
in developing useful ideas and hypotheses. It is not our charge 
merely to wait until practitioners apply behavioral science findings 
and then describe in the classroom what they have done. 

A fundamental problem facing marketing practitioners and 
marketing educators, of course, is that of coping with the increas- 
ing rate of change mentioned at the beginning of this talk. The 
very vastness of the knowledge accumulation may suggest, as we 
view a behavioral science approach, that central attention cannot 
be given to learning masses of information about industrial mar- 
keting. The limits of time and energy and the techniques of know- 
ledge assimilation preclude this. Instead, an increasing emphasis 
might be placed on more fundamental considerations of the under- 
lying disciplines which might affect our way of thinking about in- 
dustrial marketing and assist in the perception of the true nature 
of the problems facing industrial marketing management. 

We should seek out some of these fundamental ideas which 
seem to have the greatest potentiality, integrate them into the 
existing structure of our courses, continuously subject them to 
careful scrutiny and develop and prepare them for application 
by business. This is indeed not an easy challenge for industrial 
marketing teachers to meet. However, it can be a most rewarding 
approach for teachers, students, and industrial marketing practi- 
tioners. If this challenge is met, we feel that industrial marketing 
teachers will be continuously broadening industrial marketing 
horizons, 
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ENNETH LAWYER: The two speakers have made some per- 

ceptive observations; interesting, challenging and provocative. 
They have effectively called to our attentionthe many ramifications 
into which our study of marketing has taken us—including our 
increasing relationships with the various other disciplines and 
their advanced techniques. The resulting problems of integration 
or coordination and application are obvious, as are the responsibi- 
lities of business educators for solving them. 

My impressions, in summary are: (1) that these relationships 
have always existed, that marketing is acombinationof disciplines; 
(2) that these trends in inter-disciplinary relationships are paral- 
leled in medicine and engineering; (3) that marketing, recently but 
increasingly, is reciprocating with the benefits of its own technical 
developments; (4) that the problems of industrial marketing, how- 
ever, do not distinguish it as much as the speakers imply; (5) 
that the interrelationships between these same disciplines within 
the firm reflect the complexities of ‘‘the buying decision mix’’, 
so vital in industrial marketing; (6) that the businessman’s dif- 
ficulty lies not in the fact that these knowledges are needed, but in 
mastering and employing them all intelligently; (7) that a realistic 
examination of our present curricula indicates not only the desir- 
ability but more emphatically, the limitations of carryover between 
disciplines; and considering the record, (8) that we will find it 
difficult to find teachers who can teach all that must be taught or 
even to coordinate their offerings with ours and finally, (9) students 
who can learn and effectively apply all they must know, at any level. 

These remarks agree with the apparent plea of these speakers; 
—we must recognize the growing need for specialists in some of 
these areas within the industrial product manufacturer’s marketing 
organization or available to him as consultants. All business is 
faced with the tremendous impact that ‘“‘the scientific explosion,’’ 
with its many new instruments, has made upon us. The problem 
here, as elsewhere, is how, as individual businessmen or as 
teachers of a few courses (with the attendant educational responsi- 
bilities) we shall be able to evaluate, to relate, these many things, 
to cut them down to size and apply them within our limitations as 
to talents and time. 

The need for understanding and application of these constantly 
emerging approaches and techniques is most timely in this phase 
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of marketing’s evolution. Businessmen realize that ‘‘production 
vs. production’’ competition is fast being replaced by contests in 
distributive effectiveness. It is natural that many devices long 
found profitable in production and in other sciences should come to 
marketing, and that as new developments appear, marketing men 
should examine them and adopt them to the degree that they are 
applicable. 

This is the problem and the challenge, with all its dangers and 
difficulties, and perhaps the essence of our speakers’ message. 
Yet I return to the question, the problem of the individual’s 
dilemma, the need for specialists whose techniques he can under- 
stand, learn and use, be he businessman, teacher or student. 


John J. Rath: Many decisions in business are influenced more 
by outside forces than by internal forces. Any agent of society 
works in such an environment, otherwise we would have a vacuum, 

Industrial marketing as a course of instruction always has 
been broader in scope than the area of consumer goods marketing. 
Evidence of this phenomenon is the fact that industrial marketing 
has not been segmented into many narrow areas of subject matter 
for teaching purposes. Consequently, it has had to have an in- 
tegrated approach to marketing problems. 

Teachers of industrial marketing, as well as practitioners, 
have used tools from the fields of accounting, management, and 
other business areas as well as from non-business fields such as 
economics, engineering, psychology, and sociology, but they have 
not emphasized the origin of these tools as such. 

Since industrial marketing is a hybrid consisting of a com- 
bination of other areas of knowledge and techniques, it contains 
many of the elements of these other areas and thus is, perhaps 
unconsciously, already utilizing an interdisciplinary approach to 
the study of marketing. 

Most of the recent advances in disciplines other than mar- 
keting have come about as the result of a more intensive appli- 
cation of mathematics to problems in these areas. Why be 
satisfied with merely copying the other disciplines’ use of math- 
ematics? Why not apply mathematical concepts to our own in- 
dustrial marketing problems? Some of this already has been done 
in the development and use of business decision-making games. 
However, to date, we have succeeded only inscratching the surface 
of potentialities. 

The indictment of industrial marketing teachers by Messrs. 
Kelley and Lazer is unwarranted because it is misdirected. In- 
dustrial marketing teachers should be indicated for not com- 
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municating to society the integrated ideas that they are using in 
their classrooms and in their consulting work. 


Richard M. Hill: 1 should like to concur in the opinions ex- 
pressed by Dean Kelley and Professor Lazer with regard to the 
usefulness to marketers of knowledge gained outside the area of 
marketing. Indeed, I should like to cite a few examples of the 
manner in which such knowledge is contributing to the more effi- 
cient performance of marketing functions in my own State of 
Illinois. 

1. One Illinois manufacturer has developed a family of mathe- 
matical formulae to aid in inventory management. The material 
control group in this company now determines mathematically the 
economic order quantity, reorder frequency, optimum turnover, 
and optimum stock levels on an item by item basis. One should 
not suppose, though, that the application of such methods has been 
a simple matter. It was not only necessary to convince manage- 
ment that the formulae would work, but it was also necessary to 
uproot and reshape the entire cost accounting system of the com- 
pany in order to provide the cost breakdown required by the form- 
ulae. However, the savings realized by these more exact tech- 
niques of setting inventory standards have repaid many times the 
cost and inconvenience of establishing them. 

2. Another Illinois manufacturer has experimented with the 
flow of electric current through circuits of various length and 
resistance as a way of determining the number and spacing of 
branch warehouses. The assumption here was that the flow of 
electrons through a conductor is roughly analogous to the flow of 
products through a distribution channel. By studying a number of 
different circuit arrangements, management was able to determine 
at approximately what distance from the plant local supplies (volt- 
age boosters) were needed to maintain the proper rate of product 
flow (amperage) through the distribution channel. 

3. Still another Illinois manufacturing concern has used an 
econometric model to determine the number of sales engineers 
and maintenance men needed to service a given number of ac- 
counts. 

No doubt many of you could relate similar examples of the 
cross-fertilization of ideas in industrial marketing. I have cited 
these as evidence that interdisciplinary contributions to our field 
are a reality of some promise. I have also cited these illustra- 
tions, however, to prevent myself from being cast in the role of a 
wet blanket. For although I believe the interdisciplinary approach 
has much to recommend it, I am convinced that it suffers some 
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serious limitations. At least two rather sizeable roadblocks to 
interdisciplinary explorations can be readily identified. They are: 

1. The absence of general agreement. One cannot go very far 
into the literature of other disciplines until he is confronted by the 
question of whom to believe. Each of the various fields of study 
mentioned by Dean Kelley has more than one spokesman, and 
these spokesmen are not necessarily in accord. The differences 
which he mentioned between clinical, experimental, and Gestalt 
psychology offer a good example of what one is likely to find in 
other disciplines. The marketer searching the literature of psy- 
chology, anthropology, sociology, and other fields for new ideas is 
apt to become thoroughly confused by conflicting theories and in- 
terpretations. Moreover, he is not likely to be equipped by either 
training or experience to choose between them. 

2. The language barrier. It should also be remembered that 
the mathematician, the sociologist, the economist, the physical 
scientist, and others have special vocabularies of their own. A 
quick inspection of the topics being discussed at meetings of some 
of the other associations here in Washington will provide ample 
evidence of this. Before the marketing teacher can explore very 
extensively the writing in other fields, he willbe obliged to acquire 
) a new vocabulary. He will have to translate the language and jar- 
gon common to other disciplines into his own. Even then, it would 
seem highly improbable that a person untrained in such subjects 
as mathematics, sociology, psychology, or anthropology could even 
begin to comprehend the more subtle notions contained in the liter- 
ature of these fields. 

While these obstacles may not be insurmountable, they do 
represent real handicaps to anyone seeking to rejuvinate industrial 
marketing via the interdisciplinary route. I can see no reason to 
expect that interdisciplinary contributions to our field will be of 
much significance until we have marketing teachers and practi- 
tioners with extensive formal education in several disciplines. 
Unfortunately, there are few such persons available today, and 
their number is not likely to increase very rapidly. Perhaps the 
next topic our panel should discuss is the interdisciplinary train- 
ing of marketing teachers. It’s worth considering. 


a 
h 
e 


XUM 


‘eee 


Le 
# 
“4 
3 
4 

j 

} 


SHOULD. COURSES IN RETAILING BE 
CONTINUED IN THE CURRICULUM 
OF SCHOOLS OF BUSINESS? 


= 


4 
i" 
‘ 


13 


COURSES IN RETAILING SHOULD 
BE OFFERED IN SCHOOLS 


OF BUSINESS 


WENZIL K. DOLVA* 
Western Reserve University 


ETAILING needs and deserves academic attention. Retailing is 
the most expensive institution in the whole marketing struc- 
ture. It is the largest employer and usually takes more than 60 per 
cent of the national income. If we are to increase the standard of 
living in America the greatest potential lies in reducing the cost of 
retailing. Academic study and research can lead to lower costs. 
Management must be tied to every course these days to be 
respectable in some academic circles. Is retail management to be 
ignored? Are the management problems of Sears Roebuck, the 
super markets, department stores, or large specialty shops as 
well as the small business man to be ignored? 
Are we supposed to teach business management in a vacuum? 
I believe one of the fundamentals of good teaching is to move from 
the known. to the unknown. Every college student has considerable 
knowledge about retail operations, having been a customer and, in 
many cases, an employee of the retail store before he enters a 
specialized course in retailing. This makes the teaching easier 
and more effective because detailed descriptions are not neces- 
sary. I will grant that some of our textbooks don’t read this way, 
but certainly, the effective teacher moves from the known to the 
unknown. 
Perhaps the only point at which this panel would have great 


*Wenzil K. Dolva is Dean of the School of Business at Western Reserve Uni- 
versity, a position he has held since 1954. Before coming to Western Reserve 
University Mr. Dolva was Assistant Dean of the School of Business at Washington 
University. He has also been active as a consultant to both government and busi- 
ness. He holds the M.D. and D.C.S, degrees from New York University and has 
been awarded an LL.D. degree by Macalester College. He is author of Store Lab- 
oratory Manual, and Problems in Supervising Employees and co-author (with 
Donald K. Beckley)of The Retailer. 
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disagreement is where we place the emphasis upon retailing. 
Deans of schools of business generally criticize highly specialized 
undergraduate programs. This is natural, but I wonder how much 
of this is academic and how much is based upon budget problems. 
It is too expensive to offer specialization in all fields, and I cer- 
tainly don’t think many schools should be offering specialized 
programs in retailing. 

After working on curriculum committees for over 25 years, 
every other year being charged with the responsibility to develop 
the ‘‘perfect’’ curriculum, I do not believe that one curriculum 
can solve all students’ educational needs, in this complex problem 
of educating the future businessman. I believe, therefore, that 
there is an opportunity for a number of different kinds of pro- 
grams, to meet the needs of various students, schools, and com- 
munities. I believe we recognize the necessity for marketing a 
product to utilize market segmentation. Certainly the job of edu- 
cation is also one of merchandising our product. A few special- 
ized programs will fill educational needs, but to advocate none or 
the same program for all schools does not make sense to me. 

The studies recently released by our ‘‘economist friends’’ de- 
cry specialization. Yet I believe very frequently it is somebody 
else’s specialization, and they do not necessarily apply it to their 
own departments or divisions. I have often wondered if our econo- 
mist critics don’t like to take pot shots at business schools, partly 
because their enrollments have declined in relation to increases in 
schools of business. How much of the decline in economics en- 
rollment is due to an attempt to confuse the student, and, there- 
fore, the instructor has to spend considerable class time in ex- 
plaining terms to the student. Much of the professional literature 
in the field of economics seems to be written to confuse rather 
than to clarify, to sound profound and thereby be academically 
respectable. Retailing, on the other hand, can demonstrate man- 
agement problems in simple terms; therefore, some educators 
feel it is not worthy of college study and research. 

A number of schools are now attempting to ‘‘improve’’ their 
educational program by changing course titles. What’s in a course 
in market or marketing management? I think you would find as 
many different course contents as you have instructors, despite 
the excellent text of John Howard. Does it really tell you what the 
instructor is going to cover? I wonder if the anti-trust divisions 
might look oddly at ‘‘market management”’ if it were to be used in 
a program at Proctor & Gamble? 

In the effort to simplify the planning of courses, registration, 
and counseling for students, the trend recently has been to reduce 
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the number of courses and make most of them required. While 
this simplifies administration and cuts cost, it is perhaps some- 
thing like the institutional dining hall fare, not necessarily liked 
by all students, nor does it fit their own tastes, diet, or needs. 

The program that is too highly specialized does defeat itself. 
Changing circumstances in our business environment make highly 
specialized courses obsolete, students tend to change their minds 
about specialties, and often, unfortunately, the student who has 
taken the highly specialized course programs may find himself 
unemployable upon graduation in his field of specialty. 

However, since some students have revealed that only around 
38 per cent of college graduates follow their major, it does not 
mean that the other 62 per cent are failures or that their education 
was a waste. I believe the type of program that gives the student 
the most effective education is one that holds his interest because 
much of the success or failure in college courses is largely based 
upon the matter of interest. By admission standards—at least in 
my school—students are not allowed to enter unless they have 
proven academic ability. Students are not lower for business than 
for any other division of the university. 

I do not believe that any one single business program will fit 
the educational needs of all students. I believe that some students 
learn best by a variety of subjects or ‘‘broad-brush’’ courses. On 
the other hand, some develop better when they can concentrate 
within a particular area, as it sharpens their interest. Learning 
something well may be better than a few generalities. The sci- 
ences went through this academic exercise a few years ago - Sur- 
veys of the Physical Sciences. Most schools have dropped this for 
a more traditional approach because they found greater satisfac- 
tion from a course in physics, chemistry, or geology - at least the 
student knew something and had experience of following through in 
one area of knowledge. 

We hear educators saying that students need breadth and depth 
in their educational experience. How do we get depth in an area if 
we don’t specialize? 

We have a great deal of discussion today about the desire to 
utilize the disciplines of the social sciences. My own observa- 
tions, not a scientific sample, frequently reveal that many of the 
people who are so anxious to ‘‘toot’’ the other disciplines do it in 
ignorance. They lack the backgrounds in those courses them- 
selves, not having had them, and because other fields use terms 
with which they are not too familiar, they sound good to them and 
this is a possible answer to their academic hopes. Those who 
have analyzed much of the material and literature which is 
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utilized in these courses frequently find that it contains a few 
smattering examples from business areas and materials which the 
instructor has gathered from the research conducted by marketing 
departments or marketing research reports. Utilize the other 
disciplines for what they have to offer, but don’t expect them to 
answer all the educational problems of the businessman, 

I thoroughly believe in the necessity of bringing together the 
student’s knowledge by the use of coordinating courses in such 
courses as business policy, marketing problems, and industrial 
relations. Yet if this is done too early in the educational process, 
it frequently means that the blind are leading the blind. I believe 
the student needs a good background in the tools and functions of 
business in order to have something to contribute to the all-over 
coordinating courses. 

My position may be summarized as follows: Retailing is an 
important area of business, needs research and study, and is an 
easy area in which to demonstrate management problems. Chang- 
ing course titles to avoid that horrid academic word ‘‘Retailing’’ 
does not improve our educational program for future businessmen, 
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COURSES IN RETAILING SHOULD 
NOT BE CONTINUED IN THE 
CURRICULUMS OF SCHOOLS 

OF BUSINESS 


GUY G. GORDON* 
University of Washington ‘ 


Y position is that courses in retailing should mot be continued 
in the curriculums of schools of business—even though the 
schools of business permit students to major in marketing. 

An education in business in general, or marketing in particular, 
should be directed toward defined objectives. The summary state- 
ment of the overall objective in a marketing curriculum is simple: 
to graduate people with a marketing education, with stress on the 
word ‘‘education.’’ A person with a marketing education should 
understand marketing as a business and social phenomenon, should 
understand human beings, should understand the world in which we 
live and work, and should have the ability to reason logically in 
making sound decisions in marketing situations. 

In general, marketing curriculums are too specialized, too 
repetitious and too proliferated to achieve their objectives. The 
root cause of these deficiencies in marketing curriculums is the 
practice of building curriculums around institutional segments of 
marketing. Secondary causes are the inertial and empire-building 
proclivities which are nourished in faculties by the resulting or- 
ganizational environment. Within major fields such as retailing 
the effect of these causes is to place a specialized course burden 


*Guy G. Gordon is an Associate Professor in the Department of Marketing, 
Transportation, and Foreign Trade at the University of Washington. He has 
Served on the staff of the Department of Marketing, Transportation, and Foreign 
Trade since 1952. Mr. Gordon has had extensive business experience, including 
the presidency of the Marine Research Corporation and Production Control Super- 
visor of the Todd-Pacific Shipbuilding Corporation. He is also active as a consul- 
tant to government and business. He holds an M.B.A., degree from the University 
of Washington and the Ph.D. degree from the University of California. 
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on students—or to provide too easy an opportunity to specialize 
for them—which restricts both the breadth and depth of their 
training. 

The usual weight of course requirements has been such that it 
has been difficult—if not impossible—to provide students with 
courses which integrate the essentials within the field of business 
study or which integrate the field of business study with other 
disciplines. 

This paper neither attacks the business school nor disparages 
the major in marketing. It is felt that business educators should 
not show such cowardice—or such a lack of understanding of their 
own discipline—that they yield to the notion that business is not a 
subject worthy of the time of a university undergraduate. They 
should hold firmly to a concept of business in general and market- 
ing in particular as disciplines worthy of the best intellectual 
talents and efforts of both university students and faculties. It is 
true that the business student should have courses in economics, 
mathematics, sociology, psychology and other outside subjects. 
The student, however, does not develop an understanding of busi- 
ness through these outside subjects simply because the outside 
areas are pertinent to business or because an occasional sociolo- 
gist or mathematician dabbles in a sprinkle of business material. 
Business study itself is the unifying core of a great network of 
disciplines. This business core, moreover, is the discipline of 
greatest importance to the economic, political and social life of 
society. Hence, it is basic to the position taken in this paper that 
business and marketing should be taught in undergraduate schools 
of business in institutions of higher learning. It also is basic to 
this presentation that, at this stage in academic history, students 
should be permitted to major in marketing. Further, marketing 
students should develop an understanding of retailing. 

It is against this background that the statement is made that 
courses in retailing should not be continued in the curriculums. 
Some of the reasons for this position are: 


1. As stated, present marketing curriculums are too special- 

ized, repetitious and proliferated. Their time requirements 
and narrow constraints have made it difficult for the student 
to gain an education. 
A principal curriculum objective should be to develop an 
understanding of marketing. This requires a maximizing of 
the treatment of relationships and a minimizing of the time 
spent on techniques and factual description. 

3. Another main objective, that of developing the ability to 
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make sound decisions, requires that students be trained in 
scientific method. To develop this ability, time is needed 
not only in outside disciplines but also in more coordinated 
and integrated business courses. 

The usual institutional orientation of curriculums is largely 
responsible for the deficiencies of present marketing pro- 
grams. The retailing major becomes so saturated with the 
tiny droplets from retailing courses—and a shower of other 
business courses—that he loses sight of the sea of knowl- 
edge. 

Today, if a student’s personal objective is to work in any 
phase of marketing, he should understand marketing as a 
totality. If a student’s personal objective is to work in 
something other than marketing, the detailed specifics of 
institutional segments of marketing are of no significance to 
his education. 


The writer believes that we can come closer to the objectives 
of marketing education, and alleviate the chief deficiencies of 
present curriculums, by orienting courses to concepts of functions 
and relationships rather than to institutional subtitles of marketing 
such as ‘‘Retailing.’’ The institutional breakdown of marketing 
courses fosters a relatively disjointed and repetitive recital of 
acts which no longer may be true when the graduate attains a posi- 
tion where he can apply his knowledge and abilities. The concepts, 
however, which provide a student with an understanding of mar- 
keting relationships ‘and with a scientific approach to them will be 
of permanent worth. 

The elements of greatest value to a sound education in retailing 
can be provided in a reduced number of courses, no one of which 
bears the title ‘‘Retailing.’’ Wasteful duplication can be mini- 
mized, precious time can be saved, and the student can broaden 
and deepen his intellectual training. He can have time for more 
mathematics, philosophy, behavioral sciences and other disciplines 
outside the school of business. Further, both outside and within 
the school of business, he can have more experience in forming 
judgments on the basis of scientific analysis and synthesis. 

An education in retailing, including and understanding of mar- 
keting relationships, can be attained without a course in retailing 
(or in wholesaling or advertising). Yet the substance of present 
marketing fields can be covered in a series of courses much 
shorter than usually is offered. In explaining this statement, it 
might be significant to point out what the curriculum committee of 
our Marketing Department at the University of Washington has 
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planned. The Department now offers twelve courses, which repre- 
sents some reduction from a previous number. The committee 
feels that we can provide a sound marketing education, including 
the essentials in retailing, advertising, wholesaling and marketing 
research (our present fields of concentration)—and obtain more 
time for study of related disciplines and time to take integrating 
courses within the school of business—with a series of four 
courses above a strengthened principles course. Names have not 
been selected for the courses as yet—and names of courses must 
be properly impressive—but they may be described as follows: 


First: ‘‘Assembling’’ or ‘‘Buying’’—a new course which 
will deal with the buying function in retailing, wholesaling 
and industrial purchasing; 


Second: ‘‘Promotion and Selling’’—a new course com- 
bining elements of Sales Management (particularly sales 
force elements), retail sales promotion and advertising; 


Third: ‘‘Marketing Management’’—an integrating course, 
combining study of internal and external policy and man- 
agement problems at various institutional levels of mar- 
keting,—or, as an alternative to this third course, the 
student may elect our present policy course— 


Fhird (Alternative): ‘‘Marketing Management Problems’’ 
—an integrating policy case course on all phases of 
marketing; and 


Fourth: ‘‘Marketing Research.’’ 


In our college, we foresee a required upper division course in 
“Business Research.’’ If this is adopted, we may drop our mar- 
keting research course. 

The emphasis throughout this curriculum will be on relation- 
ships rather than on factual description and on training in minute 
techniques. In these four courses, which will follow an inte- 
grated principles course, it is intended that a student will have the 
opportunity to secure the essentials of a marketing education. 

Realizing that no such program is an ultimate solution and that 
perhaps we may not succeed in it, we feel that we have defined the 
problem and moved toward a solution in line with our educational 
objectives. 

In this program, the retailing course has been obliterated—but 
what of the study of retailing? First, retailing is studied in the 
marketing principles course. At this stage, retailing functions, 
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retailing management and retailing’s relationships with the rest of 
the world will be studied. Then retail buying is studied in the 
‘‘Buying’’ course. Retail selling is studied in the ‘‘Promotion and 
Selling’’ course. Retail management problems are studied in both 
the ‘‘Marketing Management’’ course and the ‘‘Marketing Policy’’ 
case course. Retailing research is studied in the ‘‘Marketing Re- 
search’’ course. 

As this program relates to retailing education, it is our in- 
tention that the graduating students will have had the opportunity to 
develop an understanding of retailing, its problems, its manage- 
ment, and its place in the business world and in society. Our 
graduates may not know how to display tea towels, or how to oper- 
ate a labelling machine or a cash register. They may have to 
brush up on the details of Merchandise Management Accounting in 
order to explain it to subordinates—or superiors—after they are 
on the job. Nevertheless, they should understand the significance 
of the dynamics of economic and social trends and the possibilities 
in technology. They should understand the values and potential 
uses of mathematics and behavioral sciences. Above all, they 
should be mentally equipped for management: able to hypothesize 
and theorize; to seek, find and evaluate pertinent information; to 
coordinate and control operations; to solve problems; and, within 
the framework of good citizenship, to make decisions logically. 
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DISCUSSION 


ALCOLM P. McNair: My first reaction to this discussion is 

to observe that there are fashions in education as well as in 

merchandising, and today it apparently is becoming fashionable to 

stress the importance of the so-called ‘“‘basic disciplines’’ in 
business education. 

The position you take on this issue in regard to the teaching of 
retailing in business schools is likely to be determined by whether 
you regard the underlying disciplines (economics, mathematics, 
social sciences, and so on) as the most important thing in business 
education or whether you regard understanding of management 
problems and development of the ability to deal with management 
problems as the most important thing. To put it another way, if 
you think that only the basic disciplines are academically respect- 
able, you will be against the teaching of retailing, whereas if you 
believe that business management in its own right is an academ- 
ically respectable subject, you will probably be in favor of teach- 
ing retailing. 

The argument against extreme specialization undoubtedly is 
sound. I have never been a strong advocate of specialized schools 
of retailing. It seems to me that something between three and nine 
semester hours as an elective in retailing isall that is appropriate 
in either an undergraduate or a graduate school. In general, the 
argument for offering some elective retailing work is probably 
stronger for graduate schools than for undergraduate schools. 

The matter of specialization, however, seems to me to require 
some further definition. Most of the strictures against specializa- 
tion seem to refer to so-called ‘‘institutional courses.’’ Two 
questions are raised here. First, is retailing really an institu- 
tional course? Granted that a course in department stores or 
supermarkets or discount houses would be an institutional course, 
can it be said that a course in retailing, which embraces so many 
different kinds of institutions, is really institutional? I prefer to 
regard it as an area course. The second question is whether such 
area specialization is any more reprehensible than the functional 
specialization represented by such a course of Physical Handling 
of Merchandise, which I note is included in the revised curriculum 
of at least one business school. 

I think Wenzil Dolva’s argument is sound that the substantial 
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economic importance of retailing warrants the offering of courses 
in retail management. Added to the economic importance of re- 
tailing is the fact, quite generally conceded, that this is a field 
where there is a great opportunity for management improvement. 
Dissenting here somewhat from the Ford Foundation report, I be- 
lieve that offering a retailing course for the purpose of attracting 
good people into an important field where management improve- 
ment is greatly needed can be justified as compatible with the ob- 
jectives of business education. 

Also, one of the functions of business schools is to give some 
service to industry in the way of research, data compilation, con- 
sulting, and so on. To facilitate the performance of this function 
it is desirable that the business school curriculum should pay 
some attention to the way in which business itself is organized. I 
would not push this argument too far, but I would go far enough 
with it to advocate such courses as Retailing and Advertising. 

Something perhaps should be said for retailing courses as a 
counter-balance to some of the other marketing courses. It is my 
observation over a long period of years that most teaching of mar- 
keting tends to be manufacturer-oriented. Hence there is a need 
for emphasizing the retail distributor’s point of view in order to 
give the student a well-rounded concept of marketing. 

In the teaching of retailing two different focal points seem de- 
sirable, and effective courses can be built around each of them. 
The first focal point is the orientation of retailing in relation to 
marketing as a whole. Here the method is to deal primarily with 
the external management problems of the retail enterprise, that 
is, those problems which relate on the one hand to consumers and 
on the other hand to suppliers. Functionally such problems em- 
brace primarily the areas of merchandising, pricing, and promo- 
tion, with some attention also to type of enterprise, store image, 
and store location. Organizationally such a course may well take 
cognizance of major segments of consumer spending, such as 
food, soft goods, hard goods, and services. The second focal point 
around which another course can be built emphasizes the internal 
management problems of the retail enterprise, such as personnel, 
organization, logistics of merchandise and information movement, 
accounting, control, and finance. 

Each of these courses should stress management problems 
rather than descriptions of either institutions or procedures. In- 
cidentally, I find myself in disagreement with the comment in the 
Ford Foundation report that specialized courses inevitable tend to 
be purely descriptive. If the courses are on a case basis, as I 
believe they should be even in undergraduate schools, there is 
little likelihood that they will become primarily descriptive. 
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Finally, I accept the idea that there is no necessity for a uni- 
form business curriculum. Certainly some schools should teach 
retailing; probably some should not. In some instances the answer 
will depend on the makeup of your Faculty. If you have a good man 
who is profoundly interested in retailing problems, by all means 
have him teach a course in retailing. It is my strong conviction 
that in a business school a good teacher may take any area of 
business that has management problems worthy of executive at- 
tention and, after he has immersed himself in its problems, he 
can teach a course that will be a thrilling intellectual experience. 


David D. Monieson: 1 wonder if it is possible to discuss the 
two papers within the narrow constraints of the topic question. I 
think not, nor apparently do the two principal speakers. The topic 
question is tied to the problem of the objectives of business edu- 
cation in general, and marketing education in particular. Profes- 
sor Gordon maintains that functional course offerings better sat- 
isfy the objectives of his criteria of marketing education than do 
institutional course offerings. Dean Dolva maintains that an en- 
lightened or well presented institutional approach as manifested 
through retail courses satisfactorily fulfills the objectives of mar- 
keting education no matter what criteria one employs. 

Especially today, in the wake of controversial studies on busi- 
ness school curriculums, educators are agitated over the objec- 
tives of business education, and the role that particular course 
offerings should play toward the attainment of such educational 
objectives. Some business schools are drastically revising their 
curriculums in order to match what they feel to be a new bundle 
of objectives. Other schools have become more resolute in pre- 
serving the status quo. The extremes in revisions range from an 
overdose of so-called liberal arts courses to an overdose of 
mathematically-oriented decision-making courses. Whatever the 
nature of the revision, a de-emphasis of a ‘‘major’’ area of busi- 
ness concentration is likely to be the result. 

Consequently, those schools that are experimenting with cur- 
riculum changes are likely to limit the student to a lesser number 
of course offerings in the functional business areas, such as mar- 
keting or finance. The marketing teachers in such schools there- 
upon are confronted with presenting either an entirely new series 
of course offerings, or of having fewer courses at their disposal 
to present the same material they had heretofore presented. How 
such experiments will turn out is a matter of conjecture. 

Change for the sake of change is meaningless. I am sure that 
we do not want to ‘“‘throw the baby away with the bath water.’’ If 
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there is still a real need for retail course offerings, none of us 
would particularly cherish the thought of being the sort who 
‘ours old wine into new bottles’’ by merely adding a fancier 
label to retail courses that we are presently offering. However, it 
is senseless not to heed the current insistence by many responsi- 
ble sources that course content, if not entire curriculum be re- 
examined by schools of business! But again we face the basic 
problem—re-examination in the light of what objectives? 

Upon careful examination, I doubt if all of us will agree with 
Professor Gordon’s objective of marketing education. We can 
probably conclude that there will continue to be as many different 
statements of objectives as there are schools of business. How- 
ever, I feel that we should clarify the objectives of universities in 
general. Re-examination of any curriculum should be predicted 
on two fundamental propositions. First, universities exist to help 
develop the mind and not to mold character or produce socially 
acceptable beings. Second, universities are essentially vocational 
centers of learning; producing as they have for centuries men of 
the cloth, lawyers, doctors and other erudite professionals. The 
two propositions do not conflict. Taken together, they proclaim 
that business courses, indeed retail courses, are perfectly ac- 
ceptable as university offerings so long as such courses help de- 
velop the mind. No retail course is vocational by university 
standards if the student merely learns to receive doctrine. To be 
vocationally acceptable, a university retailing course should bear 
an intellectuai and analytical connotation; it should be a course 
that develops the mind through intense, individual and satisfying 
study of a subject in depth. 

My personal fear is that too many of our retailing courses 
would not be acceptable if we merely employ these two funda- 
mental propositions. They are too descriptive and superficial. 
The reasons for this superficiality of treatment are many, but I 
suspect that the most common reasons are: 


(1) an improperly trained teaching staff, 

(2) inadequate time for proper teacher preparation, 

(3) overdependence on any single retailing textbook, and 
(4) poor student material. 


Whatever the reasons, if retailing courses cannot be offered in a 
manner that excites and challenges the student, and encourages 
him to study retailing by probing deeply into the field, then schools 
of business should drop retailing as a course offering. 

I am inclined to agree with Professor Gordon’s analysis of the 
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existing weaknesses of the institutional approach as many of us 
presently practice the approach. However, I cannot agree with 
Professor Gordon that the institutional approach is inherently a 
weaker way to obtain a marketing education vis-a-vis the func- 
tional approach. On the contrary, I agree with Dean Dolva that an 
institutional marketing course, such as retailing, can be most 
provocative and rewarding when properly presented by the teacher 
and learned by the student. There are great pedagogical difficul- 
ties that confront the teacher of retailing, and consequently he is 
tempted to override these difficulties through dogma and descrip- 
tion. If we persist in handling retailing courses as it is purported 
that they are presently being handled, then I must side with Pro- 
fessor Gordon and suggest that such offerings be dropped from 
curriculums of schools of business. 


John A. Howard: My rationale for appearing on this program, 
since I have never taught a course in retailing, is the law of posi- 
tive conclusions. This law, which has been tested repeatedly and 
has never failed to predict perfectly, says that a person’s willing- 
ness to take a positive position is inversely related to his knowl- 
edge of the subject matter. Seriously, however, I am pleased to 
be asked to comment on these two splendidly thoughtful papers 
since in a way this discussion is a case history of what is happen- 
ing in many areas of subject matter in schools of business across 
the country. 

As might be expected on a program of this type, I do not agree 
precisely with either of them and let me explain by citing three 
criteria which I would like to suggest can be applied in evaluating 
any of the function field content in a school of business curric- 
ulum. 

The first criterion is, ‘‘Does the subject matter deal with an 
important problem of an important segment of management?’’ 
This is a necessary but not sufficient criterion. Most of us would 
give retailing courses a rousing ‘‘Aye’’ on this, I suspect. 

The second criterion is, ‘‘Is there a tested body of propositions 
that can be utilized, and if not, is there a body of relevant but un- 
tested theory?’’ Here I suspect that most of us would give retail- 
ing courses a failing mark. 

The third criterion is, ‘‘Are there analytic and measurement 
tools available so that the course can be justified for its heuristic 
effect?’’ This says OK if it can be justified on the grounds that as 
a result of teaching it, some faculty person will be more likely to 
attempt to ask searching questions and to attempt to answer these 
questions. This point of view implies that all course content will 
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be scrutinized with a high degree of skepticism as to what is 
known and not known and that a continuous search will be made 
for research findings to add to that little that is known. Also, it 
implies certain conditions: that the instructor is familiar with 
the analytic and measurement tools, that he will have the time to 
do research, and that he will be rewarded by his colleagues for 
having done it. Currently, I suspect that none of these three con- 
ditions are met in some of our undergraduate schools, or graduate, 
for that matter. 

I emphasize this third criterion for two reasons: it is only on 
this basis that I can justify a course in retailing at the undergrad- 
uate level. Retailing is loaded with important and fascinating re- 
search problems. Anything discovered about the retail market has 
obvious implications beyond the retailing institution itself; for 
example, the manufacturer has been increasingly concerned about 
the whole distribution process rather than just his immediate 
market. For many consumer products the retail market probably 
constitutes an important part of our social structure. One so- 
ciological study, for example, provides good evidence that in an 
urban area some people identify their community through the re- 
tail store and its clerks, whereas urban sociology has emphasized 
the lack of this community identification. Further investigations 
of this type, which are relevant for management’s needs as well, 
may force us to revise our theories on urban sociology. Finally, 
the retail store offers equally fascinating organizational problems. 
This is borne out by Professor Cyert and others at Carnegie In- 
stitute of Technology who are using Horne’s Department Store in 
Pittsburgh as a part of their laboratory in an attempt to develop a 
much needed theory of the firm. 

I would like to mention, however, one complication somewhat 
peculiar to retail research at this time. This is the problem of 
faculty evaluation of research and it relates to the requirement 
that in order to have good research it must be rewarded. The 
problem stems from the fact that everybody knows, or thinks he 
knows, a lot about the retail market since literally everyone has 
first-hand experience with it. In this situation confusion between 
the plausible and the true can easily arise to distort our judgments 
of what research has made a worthwhile contribution. If the retail 
researcher comes up with a conclusion that what happens to be 
plausible is also true, he may be considered as belaboring the 
obvious. If he concludes that something which is plausible is ac- 
tually not true, his colleagues may be inclined to view him as a 
heretic. If he finds that something considered implausible is un- 
true, then he was a fool wasting his time. Finally, should he find 
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the implausible to be actually true, he will perhaps be labelled a 
Charlatan. Although drawn too sharply here, the problemis some- 
thing that business school faculties need to guard against in eval- 
uating their colleagues engaged in retail research. 

I am impressed by Professor Dolva’s plea that in some com- 
munities there are strong demands for retailing courses. In these 
communities, and if the third criterion above is not met, why not 
teach marketing with the emphasis mostly or entirely upon man- 
aging a retailing institution? Insofar as marketing has anything to 
convey, it is surely possible to do it in terms of the retail store as 
the focus of attention. 

Finally, I would like to comment upon Professor Gordon’s 
position that it is illegitimate to slice the field of marketing ac- 
cording to institutions but legitimate to slice it other ways. He 
offers one way: buying, promotion, marketing management, and 
marketing research. I am highly sympathetic to his point of view. 
However, if the goal of the school is to train managers, I would 
like to question whether there is enough content available to justify 
slicing the field of marketing in any way. The goal of the school is 
an important consideration, and I have no idea whether the objec- 
tive of most undergraduate schools is to train managers. I am 
even more hesitant in saying that it should be. 

This is not to advocate that undergraduate courses in market- 
ing be dumped wholesale. A long-run view is essential. Years 
will probably be required to sort out of our current marketing 
courses the content that is really worth retaining. Perhaps by 
then enough fundamental research will have been done to justify 
a number of courses. I am optimistic that with the early intro- 
duction of solid tool courses and their effective integration 
throughout the marketing curriculum we will be well on our way to 
achieving this content. 
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INTERDISCIPLINARY CONTRIBUTIONS 
TO THE TEACHING 
OF GENERAL 
MARKETING 


WILLIAM LAZER* 
Michigan State University 


HIS opportunity of appearing on the program and discussing 

some of the contributions of an interdisciplinary approach to 
the teaching of General Marketing is greatly appreciated. The 
concepts and ideas which I will present this evening are based on a 
joint research project which a colleague, Eugene Kelley, and I 
have been conducting for more than two years. 

It should be emphasized at the outset that my comments are 
made in an attempt to be suggestive rather than conclusive. It is 
hoped that they may stimulate further thinking on the subject of 
interdisciplinary contributions to the teaching of marketing and 
serve as a point of departure for discussion and basic questions. 

To clarify what I intend to do let me emphasize that I am not 
addressing myself to the topic of an interdisciplinary approach to 
the teaching of marketing versus the subject mastery approach and 
the case method approach. To my mind such a discussion would 
have relatively little meaning. The three topics being discussed 
are not strictly comparable. I do not recognize an interdisci- 
plinary approach to marketing as being a method of teaching mar- 
keting which is distinct and separate from the other approaches 
being discussed this evening. 

Yet a consideration of interdisciplinary contributions to the 
teaching of general marketing is indeed most timely. As market- 


*William Lazer is Associate Professor of Business Administrationat Michigan 
State University. He received the M.B.A. degree at the University of Chicago and 
the Ph.D. degree from Ohio State University. He is co-author (with Eugene J. 
Kelley) of Marketing Management: Perspectives and Viewpoints and Interdiscipli- 
nary Contributions to Marketing Management. 
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ing teachers, we are faced with a situation in which education for 
business administration is currently undergoing careful surveil- 
lance. We are well aware that both of the foundation reports are, 
to a considerable degree, critical of business administration cur- 
ricula at the college level. In particular, these reports are criti- 
cal of the functional areas of business administration; the area of 
marketing is no exception. 

One of the major suggestions being offered for improving edu- 
cation for business administration is that of placing greater em- 
phasis on the underlying behavioral and quantitative disciplines. 
In view of these tendencies, it behooves marketing teachers to 
examine critically the value and merits of an interdisciplinary 
orientation to their subject matter. It is possible that such an 
emphasis on underlying disciplines may have important effects and 
ramifications for future course offerings in marketing. 

What I would like to do in the brief period of time allotted me, 
is to point out rather hastily some ofthe promising relations which 
exist between general marketing topics and concepts from other 
disciplines, and to present a few observations which point up some 
of the merits and the dangers of adopting an interdisciplinary fo- 
cus for the general marketing course. 

The interdisciplinary approach is often considered in a narrow 
sense. Many people perceive of it as including only the findings of 
non-business administration areas. From this restricted point of 
view, the approach consists largely of the application of social and 
behavioral science findings to marketing. 

In its truer dimensions, however, the interdisciplinary orienta- 
tion also includes the physical sciences and, most important, the 
contributions of economics and various business administration 
areas. The concepts and findings of the functional fields of busi- 
ness administration should be regarded as integral components of 
the interdisciplinary approach to marketing. Business adminis- 
tration contributions, while not logically separable from those of 
the behavioral sciences, are currently more important for mar- 
keting than the latter. 

I do not feel that teachers of general marketing are faced with 
the Shakespearian type question, ‘‘To be or not to be’’ interdisci- 
plinary. Marketing from its inception has always been interdisci- 
plinary in character. This becomes apparent if one examines the 
backgrounds of the earliest contributors to marketing-thought who 
brought with them diverse viewpoints and formal academic train- 
ing in history, psychology, sociology and economics. Therefore, 
what we are concerned with is not whether marketing is going to 
be interdisciplinary but rather with a degree of emphasis—the 
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emphasis that the interdisciplinary approach should receive in the 
teaching of general marketing. 

Prominent marketing scholars have actively investigated the 
merits of an interdisciplinary approach to marketing since the end 
of the war. Wroe Alderson and Reavis Cox wrote in the Journal 
of Marketing in 1948 that: 


. . here and there in the literature of several in- 
tellectual disciplines are appearing the elements from 
which an adequate theory of marketing will be con- 
structed} 


We can conclude, however, that to date, most of these elements 
are still just vague ideas and suggestions and they have not been 
refined and developed into effective marketing concepts and tech- 
niques. 

I am sure that we are all aware of numerous contributions and 
potential contributions from other sciences to marketing. For 
example: 


Sociology has contributed studies of group behavior, shopping 
habits, use of leisure time, consumption, opinions and opinion 
leaders, roles and status, class behavior and distinction, fashion 
and fads, cultural change, life cycle, and mobility. 

Psychology has investigated attitudes and opinions, projective 
techniques, symbols, images, advertising appeals, sales test, im- 
pact and recall studies, communications and leaning theory, in- 
fluences, stimuli, acceptance of innovation and change, and infor- 
mation theory. 

Social Psychology studies mass communication, propaganda 
opinion formation, attitude measurement, interpersonal relations, 
sociometry, role and status, power structures, and motivation. 

Anthropology is concerned with cultural dynamics and cultural 
lag, consumption, adjustment to change, innovation, modes of liv- 
ing, rituals, status and status symbols, and standards of living. 

Demography and Ecology investigate population trends, and 
shifts, fertility, suburbs, exurbs, megalopolis population fore- 
casts, spatial and temporal focus, urbanism, trade routes, climate 
and environment. 


1, Wroe Alderson and Reavis Cox, ‘‘Toward a Theory of Marketing,’’ Journal 
of Marketing, October, 1948, p. 142. 


122 MARKETING CONCEPTS IN CHANGING TIMES 


As teachers of general marketing, we are also well aware of 
the numerous measurement methods and techniques developed by 
other disciplines which have been applied to measure marketing 
phenomena.” 

In the remaining time I would like to make a few statements 
about some of the merits and difficulties of adopting an interdisci- 
plinary approach to the teaching of general marketing. 

It may well be that the highest level of professional competence 
and achievement in marketing is likely to be reached when mar- 
keting teachers succeed in integrating the contributions of the dis- 
ciplines underlying marketing with marketing knowledge and prac- 
tice. As this integration develops, as I believe it might, marketing 
education and practice could be profoundly influenced. To date, 
though, it can be said that the impact of other disciplines in de- 
veloping insights, concepts, information and techniques for mar- 
keting has been rather limited. At least this seems to be the case 
when one measures the actual impact made so far against the in- 
dicated potential. 

Marketing’s use of other disciplines to date may best be char- 
acterized as multi-disciplinary, rather than interdisciplinary. 
Individual marketers have brought specific problems to psycholo- 
gists, sociologists, anthropologists, social psychologists, and 
other behavioral scientists who in many instances were able to 
find solutions. These specialists, however, study marketing ac- 
tivities from the perspectives of their particular subject-matter 
areas. One result tas been that the needed cross-fertilization of 
ideas and the integration necessary to obtain more widely applica- 
ble generalizations and marketing concepts has not occurred on 
any large scale. 

It is possible that the greatest long run contributions of the in- 
terdisciplinary approach to the study of marketing may not be that 
of producing new marketing information. Rather, it may be that of 
influencing the ways of thinking about marketing topics and per- 
ceiving marketing activities. Marketing teachers, students and 
practitioners who adopt the interdisciplinary approach should gain 
added insights into the nature and scope of marketing subjects. It 
is in this area of assisting in the perception of the true nature of 
marketing concepts and problems that the interdisciplinary ap- 
proach may yet make its greatest contributions. 


2. For a discussion of contributions of related disciplines to marketing mea- 
surement see William Lazer and Eugene J. Kelley, Interdisciplinary Contributions 
to Marketing Management, Bureau of Business and Economic Research, Michigan 
State University. 
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At this juncture it might be profitable to inject a word of cau- 
tion concerning the difficulty of integrating findings from other 
disciplines. It should be noted that behavioral sciences are not 
any more unified in the concepts of their disciplines than we are 
in marketing. There does not exist complete agreement among 
these behavioral scientists as to the most promising lines of de- 
velopment for many aspects of their subject-matter areas. Gen- 
erally, sever*l conflicting schools of thought exist. One of the 
problems, then, in trying to apply an interdisciplinary orientation 
is that of evaluating the pertinence of various theoretical research 
contributions. 

Perhaps the most obvious statement is that not all hypotheses, 
theories, and findings that the behavioral sciences have uncovered 
should necessarily be reflected in the interdisciplinary concept of 
marketing. There are many areas of psychology, sociology, social 
psychology, and anthropology, which have very limited, if any, 
relevance for marketing. There may be many highly speculative 
formulations in some of the newer behavioral sciences which are 
not applicable at present. Marketing teachers should separate and 
assimilate, with care, those findings and concepts which have a 
significant bearing on central marketing problems. 

Acceptance of an interdisciplinary orientation should not be 
misconstrued as the belief that marketing teachers are interested 
in becoming psychologists or sociologists. Neither are social 
and behavioral scientists willing to give up their professional 
identification and become specialists in marketing. Furthermore, 
businessmen are not interested in hiring students who have just 
dabbled in a behavioral science course or two. 

This past February, the Wall Street Journal referred on the 
front page to the shortage of skilled trained social scientists but 
cautioned that, ‘‘you can’t hire a man who has just taken a few 
sociology courses in college. He will just get completely lost. On 
the other hand, if you try to hire some high-powered professor 
chances are you won’t be able to understand what he tells you.’”® 
The evidence seems to indicate that we in marketing are con- 
fronted with a challenge of coming to grips with the application of 
this interdisciplinary orientation to practical problems. 

At present, the interdisciplinary approach does not offer mar- 
keting a large number of ready-made principles and theories 
which can be applied directly and immediately to advance market- 
ing knowledge. Indeed, a search of the literature of related areas 


3. Wall Street Journal, February 11, 1959, p. 1. 
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has revealed a paucity of specific marketing materials. It has, 
however, indicated the existence of a wealth of information which 
has marketing overtones and implications. This information has 
to be further modified, developed, refined, tested, and adapted 
from a marketing viewpoint. 

This situation is, after all, not surprising. Behavioral and so- 
cial scientists do not have the same direct interests in marketing 
concepts and problems that we do. They are not going to perform 
the fundamental research or the basic integration which is neces- 
sary to utilize the interdisciplinary approach to marketing. This 
challenge is one which confronts marketing people. 

Marketing is at a stage in its development as a subject-matter 
area where problems of interest may be profitably investigated 
and researched in the light of cooperative findings. If this is done, 
the effect should be that marketing theory and practice and the re- 
search findings from other disciplines will be integrated anda 
more general and useful knowledge of marketing behavior will 
evolve. 

I would like to caution, however, that the results from utilizing 
an interdisciplinary orientation will probably not be startling. 
The findings which are incorporated and integrated into market- 
ing from other disciplines are likely to prove to be evolutionary 
rather than revolutionary. 

The current treatment being given to the use of allied subject- 
matter findings in marketing is somewhat uneven. The contribu- 
tions of certain sciences are often ignored while those of others 
are over-emphasized. For example: recently much attention has 
been given to psychology through the application of motivation re- 
search, various depth interviewing and projective techniques, the 
development of the image concepts, and so on. This statement 
should not be construed to imply that these psychological findings 
have not made important contributions to the field of marketing. 
Indeed they have. The point is, however, that marketing may be 
overlooking such fertile areas as decision theory, modern utility 
theory, information theory, persuasion theory, communications 
and spatial relations. 

It is well for marketing teachers to remember that the inter- 
disciplinary approach at all times is a two-way street. Often it is 
considered only in terms of marketing as a beneficiary of contri- 
butions heaped upon it by other sciences. Other sciences tend to 
be viewed as discovery disciplines; marketing merely becomes a 
dependent application discipline. However, this really is not the 
true focus. Marketing can, in the future, provide a real testing 
ground on which to verify, modify, and extend the hypotheses and 
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relationships which have been established by various sciences. If 
this happens, marketing may become a basic source of concepts 
and hypotheses to be used by other disciplines. 

As marketing teachers we should use the findings and tools 
which are developed by other sciences. We must not adopt a de- 
fensive posture and view the interdisciplinary orientation as a 
threat to the further development of marketing as a discipline in 
its own right. It is not a matter of replacing marketing with other 
disciplines but rather one of enriching marketing thought and fur- 
thering the development of marketing science through the effective 
utilization of an interdisciplinary approach. 
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THE CASE APPROACH TO THE 
TEACHING OF GENERAL 
MARKETING 


JOHN R. MALONE* 
University of Notre Dame 


LTHOUGH the case method of instruction in business dates back 

to 1912 when Professor A. W. Shaw introduced such a method 

at Harvard Business School in his course in Business Policy, it 

remains extremely controversial—a fate which apparently befalls 
most pedagogical theories. 

Certainly one reason for this controversy is attributable to the 
widely held belief that the case and lecture methods are dichoto- 
mous implying that espousal of one means rejection of the other. 
I think this is a naive position for it completely overlooks the fact 
that the ‘‘case method’’ is by no means a simple and well-defined 
entity. Rather it takes on varied natures depending upon the ob- 
jectives to which it is dedicated. Perhaps the following three 
classifications, although crudely conceived suggest at least the 
the major facets of the case approach as determined by educa- 
tional objectives and uncover those areas where the two methods 
can be complementary rather than antithetical. 

One of the objectives of education can be and often is the de- 
velopment of basic information and factual material. Here the 
emphasis is on recall of pertinent and useful data through the cul- 
tivation of the memory. Although the lecture approach is widely 
used in this instance cases can be used effectively to build and de- 
velop the memory as well as to establish associations between 
of facts and a given conclusion or action in such a way that the 
student will respond in a predictable fashion to a given stimulus 


*John R. Malone is Head of the Department of Marketing Management at the 
University of Notre Dame. He has served on the Notre Dame faculty since 1952. 
Prior to that time he was a member of the market and product planning staff at 
Owens-Corning Fiberglas Corporation. Mr. Malone holds an M.B.A, degree from 
Harvard. 
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on a one-one basis. Some educational and much training work is 
predicated on this model which the psychologist call operant con- 
ditioning. Given a certain amount of discrimination learning this 
model can be used through ‘‘cases’’ or “‘illustrations’’ to teach a 
host of responses which individually are appropriate to a variety 
of situational stimuli. Little if any attention need be paid to caus- 
ality or relationships provided the ‘‘situations’’ are repetitive and 
the responses remain fixed. 

A second educational objective may be the development of 
knowledge implying an understanding of cause and effect relation- 
ships, interaction between variables, conceptual schemes and 
theoretical models and the ability to arrive at independent conclu- 
sions and generalizations on the basis of experience. Here the 
emphasis is on the cultivation of the intellect rather than on the 
memory. Many people look upon cases as an excellent vehicle for 
learning relationships and evolving ‘‘theories’’ or ‘“‘principles.’’ 
In this use of the case approach the instructor may free the class 
to arrive at its own decision or he may lead the class to the ‘‘ac- 
ceptable’’ or “‘official’’ conclusion and recommendations. But in 
either event the case is used primarily as a device for evolving 
principles and generalizations as guides to the future action, 
rather than as a decision-making exercise. 

This approach is rigorous indeed and calls for considerable 
work on the part of the student in moving from an intellectual 
tabula rasa through the careful study and analysis of a great num- 
ber of actual cases to an eventual insight into important principles 
and theories as he sees pattern in diversity. It suffers however, 
from being a painfully slow process and is wasteful in that it 
neglects or withholds from the student the ‘‘reserve of wisdom’’ 
namely the principles, conceptual schemes, etc. that have been 
evolved, refined and tested over time. Granting that it is better 
to struggle to one’s own conclusions than to be told, it would ap- 
pear however to be a rather one-sided exchange of quantity for 
quality. Finally to the extent that new ‘‘theories’’ or ‘‘principles’’ 
are discovered by the student, their validity must be questioned 
on the grounds of sample size and bias. 

Still a third educational objective seeks to develop skill in ac- 
tion—learning how to make up one’s mind about what to do and how 
it should be done. This objective uses the case as a device for de- 
cision-making, not on the basis of speculation but on the basis of 
the relevant theories, principles and conceptual frameworks in 
which the student has been thoroughly prepared through lectures, 
problems and outside readings. It grants that the student should 
stand on other shoulders to secure a fuller view of the adminis- 
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trative process. It seeks to develop the will - the ability to make 
up one’s mind and decide on what to do, to commit one’s self in- 
tellectually to a position that can be defended against criticism. 
Further this use of the case approach forces the student to a new 
level of understanding as he finds it necessary to integrate all of 
his information and knowledge so as to yield a balanced and pre- 
cise pattern for action. This is the real value and challenge of the 
case method when used as a decision-making vehicle. 

Recapitulating then, the crude classifications outlined above 
suggest three basic ways in which cases may be used. The first 
places emphasis on the case as an “‘illustration’’ for the develop- 
ment of basic information and the learning of certain response 
patterns in the presence of certain stimuli. In this use, attention 
is focused on memory and recall and the relevant psychological 
model is operant conditioning. The second seeks to develop the 
intellect by forcing students to use case analyses as a device for 
evolving principles and generalizations which serve in turn as 
guides for action in ‘‘similar situations.’’ Although rigorous, it 
is slow, of questionable validity statistically and demands an ex- 
tremely mature student. The third focuses attention on the will by 
emphasizing on the decision-making process, forcing the student 
to make up his mind and commit himself intellectually. This 
method subsumes prior exposure to and a thorough understanding 
of the ‘‘reserve of wisdom’’—the principles, conceptual schemes 
and theoretical constructs that others have devised on the basis of 
theoretical and experimental work. It lifts the student to a new 
level of understanding since he is forced to view the problem in its 
totality and to fashion a decision which integrates all the facts and 
knowledge at his command. 

Certainly there is room for all three approaches in marketing 
instruction and business education generally, subject to two im- 
portant qualifications: (1) that there be at all times full awareness 
of the objectives which the case approach is supposed to be serv- 
ing and (2) that greater weight be thrown behind the use of cases 
for developing decision-making ability pursuant to the growing 
recognition of the administrative process as the major integrating 
force of a business curriculum. 

There are several obstacles, however, to doing this job well. 
(1) Students tend to make both unorthodox and inappropriate as- 
sumptions in case situations; (2) they find it difficult to handle the 
multiplicity of variables; (3) they often lack the requisite knowl- 
edge to make a wise decision; (4) they frequently fail to organize 
their thoughts into logical parts and sequence; (5) there is no real 
basis for testing the wisdom of the decision. 
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These are formidable obstacles and undoubtedly lie at the heart 
of much dissatisfaction with the case method. (Some have sug- 
gested the use of ‘farm chair’’ or “‘contrived’’ cases—tailor made 
for student capability. But fabricating a ‘‘good’’ case is a difficult 
assignment as attested to by the old adage that truth is stranger 
than fiction.) 

These obstacles can be overcome in part by taking the follow- 
ing steps: 


1) Limiting the scope of real cases by providing the stu- 
dent with a set of assumptions and declaring certain is- 
sues out of bounds (consistent with student knowledge). 
2) Forcing the student to organize his thoughts carefully 
by insisting upon written preparations of the case 
within the confines of a rigidly designed form which 
provides space for 
(1) Summarizing the key facts 
(2) Stating the central problem or issue 
(3) Listing the possible courses of action 
(4) Evaluating each possible course of action (favor- 
able and unfavorable factors) 

(5) Drawing conclusions 

(6) Recommending the course of action to be taken 

(7) Assessing the risks of the action recommended 
and how they may be handled. 


The above steps serve to challenge the student at his current 
level of capability taking into account the extent of his knowledge 
based upon his outside readings, class discussion and lectures on 
important and basic concepts, principles and theories. At the 
same time the reality of the case is preserved even if ‘‘cut down.’’ 
Finally, the case analysis form at once forces the student into a 
logical thought sequence and dramatizes the important parts of the 
decision-making process, requiring analytical, creative, critical, 
judgmental and conceptual ability and skill. 

It follows that as the student expands his knowledge and factual 
resources and as his ability to cope with problems improves, the 
scope of cases can be broadened by permitting the student to make 
more of his own assumptions and liberalizing the issues of the 
case. 

Unfortunately, we in business education do not have our labora- 
tory, and so the wisdom of student decisions cannot be tested. We 
can only hope that the careful application of available theory and 
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principles, and the results of empirical investigation of the facts 
of the particular situation will yield the best kind of decision-mak- 
ing experience short of business life itself. 
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THE SUBJECT MATTER MASTERY 
APPROACH TO THE TEACHING OF 
GENERAL MARKETING 


THEODORE N. BECKMAN* 
Ohio State University 


HE teaching of general marketing has been the subject of 

serious discussion at a number of annual meetings of the 
American Marketing Association and each time wide differences of 
opinion have been recorded. It is believed that much of the con- 
fusion and misunderstanding on this score has been chiefly a mat- 
ter of semantics and has arisen out of differences in meaning as- 
signed to strategic words or phrases. This is admirably 
illustrated by the titles assigned for discussion at this session. 
While each is presumed to present a specific approach to teaching 
of general marketing, actually two of them deal with matters of 
content, one with method, and none with approach. Perhaps, then, 
some service may be rendered by attempting to analyze the possi- 
ble source of the difficulties resulting from an interchangeable, 
and often improper use of the terms approach, point of view, 
method, and content. All critical statements are made without any 
malice but for the sake of possible enlightenment and in a pro- 
vocative vein that would stimulate further thought. 

Approach to Teaching of General Marketing.—As a noun, the 
word approach has a number of meanings, the most appropriate 
for purposes of this discussion being that of a way of gaining an 
understanding of the subject matter of marketing. Despite this 
seemingly reasonable concept or the other less appropriate defi- 
nitions included in our dictionaries, the term approach has been 
used loosely in various other senses by writers in the field. 


*Theodore N. Beckman is Professor of Marketing at Ohio State University 
where he has served continuously since 1920. He is a nationally known educator, 
author and consultant. He received his M.A. and Ph.D. degrees at Ohio State. Mr. 
Beckman is co-author (with R. D. Buzzell and N. E. Engle) of Wholesaling, (with 
H. H. Maynard and W. R. Davidson) of Principles of Marketing and (with R. Bartels) 
of Credits and Collections in Theory and Practice. 
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It is possible that this confusion dates back to A, W. Shaw’s 
book An Approach to Business Problems, published in 1916 by 
the Harvard University Press. Contrary to what may be inferred 
from the title of this most valuable contribution, Mr. Shaw appar- 
ently meant to deal in that book with method rather than approach, 
as indicated by his statement in the Preface that the main purpose 
of the book was obviously ‘‘to supply a uniform method of approach 
to business problems in whatever form they may arise.’’ This is 
even more clearly indicated by the title of the second chapter, ‘A 
Method of Approach to Business Problems’’ in which he attempted 
to develop a ‘‘systematic method of approach’’ consisting of four 
specific steps therein detailed. 

For some years, beginning with the 1920’s basic marketing 
literature has used the term approach to indicate the emphasis 
given in the treatment cf the subject matter of marketing, whether 
in terms of products, institutions, or functions—the evolution hav- 
ing taken place just in about that order and for good and sufficient 
historical reasons. It is quite possible, of course, that other ap- 
proaches than the commodity, institutional, and functional may be 
used. For example, it may well be that a better understanding of 
our present marketing system and its functioning (including gov- 
erning policies) may be obtained when viewed in historical per- 
spective or from the standpoint of costs or value added. No mat- 
ter what the emphasis, the content with reference to products, in- 
stitutions, and functions is inevitable and all must be included. 

In recent years, however, some so-called approaches have 
been introduced that seem to be no approaches at all. For exam- 
ple, what is sometimes called the interdisciplinary approach 
merely emphasizes the necessity of making greater use of findings 
in other disciplines for a better understanding of marketing and its 
problems. There is certainly no quarrel with using pertinent 
knowledge wherever it is found and recognized students of mar- 
keting have always made considerable use of economic theory, 
history, psychology, demography, sociology, and political science. 
There is no doubt that, while marketing as a field of knowledge is 
not entirely synthetic in the sense of being composed of ‘‘knowl- 
edges’’ borrowed from other disciplines and not having any sub- 
stance of its own, it can benefit even more from the application of 
findings in other disciplines and thereby adding to its content but 
not necessarily giving it a new approach. Again, there is frequent 
reference to the managerial approach, as if basic marketing con- 
tent and understanding would be different when studied from a 
management point of view with a decision orientation in mind. As 
will be indicated below, this is merely a point of view, not an 
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approach in the sense of gaining an understanding of the subject 
matter. 

Point of View in Teaching General Marketing.—Whatever the 
content or subject matter of general marketing, it can and must be 
viewed from different relative positions, for a point of view is in- 
herent in all things that involve judgment or a difference in in- 
terest and hence in attitude and opinion. The difference in attitude 
or opinion may be wholly biased and partisan or may reflect a 
position carefully reasoned out. For example, the specific ques- 
tion of “‘Fair Trade’’ may be examined from the point of view of 
its sponsors on the manufacturing, wholesaling, and retailing lev- 
els or from the standpoint of its opponents on the same trading 
levels as well as from that of governmental antitrust enforcing 
agencies. Above all, it must be examined in the light of its actual 
and potential effect upon competition, small business, and the con- 
suming public. 

In all marketing questions, problems, and policies there are a 
number of points of view; to wit, producer, middleman, manageri- 
al, consumer, and social. To teach general marketing from a 
single point of view, in the sense of disregarding or not giving 
adequate consideration to all others, especially the consumer or 
social aspects, is to abandon the scientific attitude of rational 
impartiality and respect for full coverage and complete accuracy 
demanded by the scientific method in dealing with subject matter. 

Method of Teaching General Marketing.—Whenever this ques- 
tion is raised, the discussion inevitably centers around the case 
or lecture method. It is therefore pertinent to make two state- 
ments. The first refers to the confusion between cases and prob- 
lems. When, in an off-guarded fashion, asked for a distinction 
among some of my colleagues in marketing and in management, 
one stated that a problem is shorter than a case; another stated 
that a problem is mathematical in nature but immediately admitted 
that many problems are not of that character; a third said toa 
problem there is but one answer but to a case there is more than 
one answer. So here we are. What are we talking about when we 
speak of the case method of teaching marketing? Are we referring 
to the use of cases, problems, or what are sometimes designated 
either because of confusion or a twinge of conscience as case- 
problems? 

No definitive help on this could be found from the original and 
avowed sponsors of the so-called case method. Note, for example, 
the following statement appearing in the introductory material in 
one of the so-called Harvard case books: ‘‘This is a case book of 


marketing problems,’ . . . (italicizing of word problems is sup- 
plied). 
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More important than the exact nature of the so-called case 
method is the second point that must be made. When discussing 
the methods of teaching general marketing the arguments are 
usually narrowed down to a consideration of choice between the 
case method or the lecture method, with the obvious shortcomings 
of one often being used in favor of advancing the cause of the al- 
ternative. There is no question but that each of these two methods 
has advantages and defects and that neither is necessarily always 
superior to the other. The important point is that in such a dis- 
cussion the matter is at best oversimplified and usually misstated. 

Even a superficial study of the situation reveals a number of 
other methods of teaching actually in use. There is, for example, 
the discussion method that may be directed or undirected and may 
take place between student and student or between instructor and 
student. There is the informal lecture spiced with challenging 
questions and some discussion. Very much in use by the author is 
the Socratic method, which is not one of the instructor asking a 
question and the student supplying the answer as in the case of 
oral quizzes. Instead, it is a method whereby the instructor, by 
attempted skillful questioning, makes the student commit himself 
and thus often expose the inadequacy of his supposed knowledge 
and then by careful guidance pointing the way to sounder and more 
complete knowledge. It is a method aimed at developing the stu- 
dent’s thinking process from which the truth may emerge. Then 
there is the seminar method in which there is organized and 
guided discussion leading to intellectual progress, with much stu- 
dent participation; this method may be applied in a limited way to 
teaching of undergraduate general marketing by assigning a topic 
to a student for a brief presentation followed by questions and 
discussion. The methods mentioned by no means exhaust all the 
possibilities or actual uses. Most important, however, is the fact 
that practically everywhere a combination of methods is used in 
the same course, depending upon what method in a given situation 
would tend to produce the best results. All methods have merits 
and none should be neglected. 

Content or Subject Matter of General Marketing.—Obviously, 
the subject matter covered in general marketing is of utmost im- 
portance, the approach, point of view, and method of necessity 
being secondary. Of what avail is it to teach by the best possible 
method or methods something that has no content, i.e., nothing or 
little of real significance? As to just what the content of a course 
in general marketing should be must depend in part upon the main 
objectives to be served by it. Is it intended to develop marketing 
managers? Is the objective to develop skill in decision making 
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and problem solving? Is it to be used as a basis for advanced 
study in the field? Or is its function mainly one of giving the stu- 
dent intelligence about a very important segment of our economy 
similar to what he learns about government in a first course in 
political science? 

Some quesfions have been raised from time to time as to 
whether a course in general marketing should cover the subject 
matter of hedging or the marketing of farm products. The answer 
depends upon whether it is desired to present a comprehensive 
picture of the marketing segment of the economy and all of its 
basically important ramifications. Some questions have also been 
raised at times about the inclusion in such a course of matters of 
government relationships to marketing. The answer to these must 
obviously be in the affirmative, since the marketing system func- 
tions within a given social and political environment and not in a 
vacuum and hence must be studied within such a framework. 

It is not enough that the subject matter be fairly comprehensive 
and certainly significant. The quality of the material must be not 
only descriptive enough that there is an understanding of what is 
being discussed, but it must be presented in an analytical and 
critical fashion that would tend to enhance marketing efficiency. 
Above all, wherever possible, the content should lead to the form- 
ulation of principles and theory on the basis of which a philosophy 
of marketing could be evolved by each student. To illustrate, the 
very first point in the author’s philosophy of marketing is that 
marketing is a science as well as an art. It is not only a body of 
classified and systematized knowledge, but it includes many prin- 
ciples, without which no science is possible, and much theory even 
though not always specifically designated as such or elaborated. 
Failure to accept the premise that marketing is a science reduces 
it to a skill in performance, which can be acquired by experience, 
observation, or study on a more or less vocational level rather 
than in institutions of higher learning. On the other hand, if this 
premise is granted, the subject matter mastery becomes impera- 
tive to the further development and understanding of existing basic 
truths as expressed in principles and theory. All other considera- 
tions other than point of view are relatively incidental and experi- 
mental devices for accomplishing the end results. 
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ANALYTIC MODELS VERSUS COMPUTER 
SIMULATION—A COMPARISON, WITH 
ILLUSTRATIONS FROM 
THE LUMBER 
TRADE 


F. E. BALDERSTON* 
University of California 


I. INTRODUCTORY COMMENTS 


1. The Substantive Problem: Why does the lumber 
trade operate as it does? 


Many investigators of markets and marketing problems have 
assembled detailed factual material and made interpretive state- 
ments about the characteristics of market channels for products 
or product groups and the rationale for market operation as they 
have observed it in the particular case. Several years ago I asked 
myself the above question concerning the operation of the West 
Coast Lumber Trade. While it would appear that the answer is to 
be found in facts, the question as to what analytic schema ought to 
be used for orderly collection and interpretation of these facts was 
a difficult one to answer. As one surveys the literature concern- 
ing market behavior, surprising gaps appear in the underlying 
analysis that should serve as background for an empirical investi- 


*Mr. Balderston is Associate Professor of Business Administration at the 
University of California, Berkeley. He joined the faculty of the University in 
1953. Prior to that time he served as Associate Professor of Industrial Admini- 
stration at the Carnegie Institute of Technology and as a Research Associate in 
Economics at the Massachusetts Institute of Technology. He earned the M.A. and 
Ph.D. degrees at Princeton University. 

1. Research on which this paper is based was supported by the Center for 
Social Science Theory, the Bureau of Business and Economic Research and the 
Management Science Research Group of the University of California, Berkeley. 
The Western Data Processing Center at the University of California, Los Angeles, 
also made generous allocations of computer time on the IBM 709. 
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gation. Thus, I was led by my interest in this empirical problem 
to parallel development of a number of conceptual relationships 
which I hoped would serve as a guide to empirical observation of 
the behavior of participants in this market. I shall report here on 
three types of research, all of which are concerned in one way or 
another with the attempt to answer the substantive question posed 
above, but each of which has its own implications for the method- 
ology of research on marketing problems. The first kind of in- 
vestigation is to develop as clear a pattern of reasoning as one 
can concerning the mechanisms of market operation. The second 
line of investigation has been to collect and interpret field data on 
a sampling basis, the questions dealt with being those whose rele- 
vance is indicated by the analytic picture of the situation derived 
at the first stage. The third type of research is computer simu- 
lation, which I have undertaken jointly with Professor Austin C, 
Hoggatt of the University of California at Berkeley. The methods 
used and the major results obtained from this simulation study 
will be reported in a monograph under joint authorship, and my 
remarks here about the simulation study should be understood as 
a report upon work in which Professor Hoggatt’s contribution is 
at least equal to mine. 


2. The Two Broad Purposes of Research in 
Marketing 


Before I discuss the three types of research mentioned above, 
I should remark on certain basic differences in the way in which 
research problems may be stated. One objective of research on 
marketing phenomena (or, for that matter, any other set of social 
phenomena) is to achieve scientific understanding, explanation, and 
prediction. Another and not necessarily coincident objective may 
be to spell out a “‘best’’ or ‘‘good’’ line of action which may be or 
ought to be undertaken, These two objectives of research are not 
necessarily in conflict with one another, but I would maintain that 
they do lead to different emphasis in the particulars of what is 
done. As I shall indicate, there are significant implications of the 
analytic models and the simulation for managers and for those who 
advise them. But the primary goal of research on the question 
posed above is to find tentative generalizations about market be- 
havior and to support these by empirical evidence and by experi- 
mentation. Thus, the derivation of rules of good practice and the 
application of the analysis to a firm which is in a highly particu- 
larized situation, are somewhat removed from the main purpose 
and spirit of the research on which I shall report here. I shall, 
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however, indicate several specific questions of marketing policy 
toward which the present analysis can be directed. 


3. Some Background Comments on the Lumber Trade 


For many reasons, the lumber trade is an interesting one from 
which to gather data and concerning which to present analyses in 
the search for generalizations about marketing behavior. The 
‘“‘commodity’’ itself is actually a spectrum of thousands of indi- 
vidual items, which are classified in the trade itself according to 
the species of the tree, the grade or quality designation according 
to an official or quasi-official grading system (usually promul- 
gated by the trade association of the manufacturing group), the 
thicknesses, widths, and lengths of the pieces of lumber shipped, 
and a variety of other characteristics not fully reflected in the 
grading standards. 

The commodity in turn is produced for the most part in areas 
remote from the places of consumption of lumber in industrial or 
construction activities. It is produced under quite varied cir- 
cumstances of plant size, plant capability for undertaking process- 
ing steps, and plant locations. Individual items of lumber, from 
the point of view of both raw materials cost and manufacturing 
costs, are joint products of the log and of a common production 
process. 

At intermediate marketing levels, lumber may be sold (that is, 
one or more of the many individual items may be sold) either 
alone or in combination with a variety of other materials wanted 
by customer firms. Lumber manufacturers are sometimes in a 
position to supply from their own production plants certain of 
these materials, chiefly plywood. However, lumber is far more 
likely to be sold in combination with a wide variety of other com- 
modities at points close to final consumption than it is at pre- 
ceding marketing stages. 

The pattern of trading activity itself presents many alternative 
sequences of transactions and of intermediate marketing services. 
In some instances, the physical shipment is directly from mill 
source to the point of consumption—where the latter is defined as 
absorption of lumber into fabricated products or into other uses 
in which the characteristics of lumber as such disappear. In other 
instances, lumber is held in intermediate inventory—by ‘‘whole- 
sale’’ or by ‘‘retail’’ establishments. 

Because of the ambiguous characteristics of lumber—it may be 
utilized as a raw material for manufacturing, as a raw material 
for construction or building renovation, as a packaging material, 
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as blocking material for marine use, and in a wide variety of 
other ways—it is often not at all clear whether a firm engaged in 
selling lumber is in fact operating at retail or at wholesale. The 
U. S. Census of Distribution is beset with a number of definitional 
difficulties in dealing with this type of commodity; the relatively 
simple rules which were established to guide the Census of 1929 
and which have been modified from time to time since then are not 
really adequate to cope with all these ambiguities. In addition to 
the questions of stock-carrying as against non-stock-carrying 
lumber distribution and of its combination with other products in 
marketing assortments, there seem to be a great variety of ways 
in which marketing services can be added to the physical product 
itself. 

One pattern of activity—the ‘‘traditional’’ one which has served 
as a basis for many presumptions about the lumber trade as a 
whole—involves independent wholesale intermediaries who con- 
clude transactions, buying from mills and reselling to retail lum- 
ber yards but arranging the physical shipment of the commodity 
directly from mill to lumber yard. The wholesale intermediary 
of this type frequently finances the transaction by making prompt 
payment to the mill and postponing receipt of cash from the retail 
lumber yard according to his disposition concerning credit ex- 
tension, and he also performs vital services of negotiation and 
price-setting. This pattern has been subject to some breakdown 
since the end of World War II, with the development of a large- 
scale residential construction industry in which a number of lum- 
ber in carlot or multiple-carlot quantities. It has also been sub- 
ject to some modification from the fact that a few large lumber 
manufacturing organizations have desired to obtain regular and 
vigorous selling effort for their products and, in so far as this can 
be done with a commodity like lumber, to bring about a preferred 
market position by branding each item as it emerges from the 
mill, 

When the retail lumber yard may be considered the normal 
last step in the marketing process between the mill and the final 
user, there is an unequivocal definition of the wholesale operation: 
that is, any operation preceding the retail stage and succeeding 
the manufacturing stage. By this definition, not only are there 
wholesale intermediaries of the non-stock-carrying type already 
described; but also there are some intermediate stock-carrying 
wholesale distributors of the commodity. These are unequivocally 
wholesale operators if their only customers are retail lumber 
yards. Unfortunately, there is evidence that many stock-carrying 
intermediaries who do sell to retail lumber yards also sell to 
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industrial firms and to certain kinds of large-scale users in the 
heavy construction and even the light construction industries. 
Thus, in the attempt to define the many alternative patterns of 
channel behavior, we face a great variety of possibilities. 

If attention is turned to the rationale whereby non-stock-carry- 
ing intermediaries are able to survive and to perform a useful 
function in the marketing process, we can begin by stating that 
these intermediaries undertake to provide the marketing functions 
that have already been ascribed to them. This, however, helps us 
very little in the attempt to discover why they perform this par- 
ticular collection of marketing functions, why some alternative 
pattern of business operation might not be more profitable, or why 
the efficiency of the marketplace appears to depend on these 
intermediaries. 

With these comments, I shall proceed now to discuss a model 
of a multi-stage market viewed as a communication device, for it 
appeared to me as I set out to undertake some field investigation 
of lumber trading enterprises that this feature of the market’s 
operation was a critical one. When I attempted to find some guide 
lines for empirical work in the literature, however, I found it dif- 
ficult to pin down any statements concerning the essential attrib- 
utes of a communication process for multi-stage markets. 


Il. AN ANALYTIC MODEL - 
COMMUNICATION NETWORKS 


For the type of market situation that was under study, com- 
munication aspects of channel organization appeared to deserve 
special emphasis. If, however, one were to take as given the 
physical product flow and then concentrate upon the cost and effi- 
ciency of the communication network, two questions emerge: (1) Is 
there an ‘‘appropriate’’ number of wholesale intermediaries? and 
(2) Is there any indication that this appropriate number will tend 
to be achieved? 

Some of the strengths and limitations of an abstract model may 
be shown by brief review of the answers that I secured to these 
questions, and of the methods and restrictive assumptions involved 
in the analysis.? 

The communication pattern is first simplified, by assumption, 


2. A detailed discussion of this work is contained in my ‘‘Communication 
Networks in Intermediate Markets,’’ Management Science, IV (January 1958), 
156-71. 
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so that it consists of links, each having constant cost of $q per 
time period regardless of the amount of information transmitted 
between the two firms that are at the ends of any given link. The 
numbers of supplying firms (S) and purchasing firms (C) are as- 
sumed to be given. The cost ceiling on the network isq xS x C if 
all suppliers are connected with all customer firms. 

Suppose, now, in a manner similar to the familiar examples in 
marketing texts, that a wholesaler is introduced who does the 
same communication job that was formerly done by the direct- 
contact network. This wholesaler’s communication cost is q(S+C). 
If additional wholesalers identical to the first are introduced, the 
maximum number of them that is permissible without exceeding 


the cost ceiling is Note that the cost per link cancels out, 


qsC 
q(S +C)° 
so that Wm, the maximum number of wholesalers the market will 


bear, is —a strict function of the populations of suppliers 


SC 
and customers. 

Is there an ‘‘optimal’’ number of intermediaries? The answer 
to this requires first an answer to another question: optimal from 
whose standpoint? That of society? Of the wholesaler group? Of 
the firms that the wholesaler serves? I chose the last of these as 
the appropriate measure; in other words, I sought a method of de- 
termining what number of intermediaries would minimize the total 
communication costs of the supplier and customer firms. After 
all, they are the demanders of the services of the intermediate 
market. 

If the final test were cost minimizing—a single wholesaler 
would appear to provide all the needed communication links. 
Bringing in duplicate firms would raise costs but not performance. 
The trouble is that the single wholesaler could exploit his monop- 
oly position. 

The total cost of the communication system to the supplier and 
customer groups must therefore include a component of economic 
profit over all costs, secured by the wholesalers, if they are few 
enough in number to take advantage of their position. 

The total cost function thus has the form: 


T = W [q(S+ C) ] +£(W), (1) 


where W is the (unknown) number of wholesalers and f(W) is the 
total economic profit of the wholesaler group. It seems plausible 
to assert that this function falls in value as (W) increases. Given 
the assumption that the physical commodity flow is unvarying per 
time period, the wholesale margin per unit is minimized if T is 
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minimized. We may easily find that value of W which minimizes 
T, by differentiating equation (1) and solving the resulting equation 


f'(W) = -q(S+C). (2) 


This says that the optimal number of wholesalers depends on 
(a) the cost per communication link, q; (b) the structure of the 
market, as indicated by the numbers S' and C’; and (c) the shape 
of the function f(W). 

To find out whether the number of wholesalers that will actual- 
ly tend to be present in a market network corresponds to this 
optimum, it is necessary to investigate the stability conditions on 
the optimum. 

Without reporting the detailed argument of the article already 
referred to, I need only say that the circumstances of entry—par- 
ticularly, the market share of the last new entrant—must be pe- 
culiarly favorable to produce an equilibrium number of interme- 
diary firms corresponding to that optimum. 


Ill. A SIMULATION MODEL OF A 
MULTI-STAGE MARKET 


The preceding argument, compressed as it is, throws some 
modest light on the properties of intermediate markets. Under 
the rather highly restricted assumptions that were necessary to 
produce an analytic solution, it portrayed a mechanism whereby 
the number of intermediary firms might be determined in both 
the optimal and the equilibrium sense. 

What is immediately apparent, of course, is the extremely 
restricted usability of the results. First of all, the assumption 
that communication processes are all that need be involved in 
constructing a marketing channel does not square in the least with 
the view of multiple functions or marketing flows that we now 
have. Besides this, the idea that communication activities them- 
selves need be characterized only by the establishment of con- 
stant-cost links does not square with our empirical observations 
of intermittent communication and negotiatory contact in the mar- 
ket place. Finally, the conditions of production and resale are 
simplified tremendously, in that it is presumed that the suppliers 
produce and the customer firms buy and resell to their final mar- 
ket a total market quantity that is independent of the features of 
the communication process that are portrayed in the model. 

About two years ago, a colleague at the University of Califor- 
nia, Professor Austin Hoggatt, and I decided to remedy as many of 
these defects as we could by including a great number of operating 
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features of the market place in a single model. It is a common- 
place of scientific investigation that what one gains by including 
more variables is at least partly offset by the increased difficulty 
of working with the system that is under study. Notions of equilib- 
rium or optimality, therefore, may become elusive or may vanish 
altogether as the complexity of the system that is portrayed in- 
creases. 

This, in fact, is a specific characteristic of simulation in 
general and of our example of it in particular. We specified a 
great number of individual parts of a complex marketing process. 
When we put all theSe together, the model was so large that the 
most we could do with it was to find out what the consequences of 
its interactions were over time for particular sets of numerical 
parameters. 

Before I go to detailed description of our multi-stage market 
model, I might remark that there are circumstances in which 
quite large systems can yield analytic solutions. For example, a 
large scale collection of factories (origins) and warehouses (desti- 
nations) can be treated by linear programming techniques so as to 
find the optimal allocation of shipments from particular factories 
to particular warehouses under given shipment cost per unit and 
given sets of production rates and requirement rates among fac- 
tories and warehouses.* Also, large-scale linear systems have 
equilibrium solutions if they are static and if the equations meet 
conditions of independence. Thus, multiple-equation models of the 
economy have been dealt with in a very systematic way by such 
investigators as Leontief. 

Now I shall describe the simulation model of a multi-stage 
market that Hoggatt and I decided to construct. What we wanted 
was a model that would start with a set of predetermined condi- 
tions and play out its own history over time on a large-scale digi- 
tal computer. In this dynamic system, each manufacturing firm 
would make its own price, output, and plant expansion or contrac- 
tion decisions. Each retailer would make his own decisions as to 
sale of products into the final market, his own decisions about 
bidding for quantities of the product in the intermediate market at 
bid prices he would determine, and his own decisions about ex- 
pansion or contraction of plant. The communication process 
would be in the hands of intermediaries who would correspond as 
closely as possible with those to be found in a real-world market 


3. We may recall the explanatory article by Baumol and Sevin, ‘‘Mathematical 
Programming and Marketing Costs,’’ Harvard Business Review, 1957. 
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place from which we could obtain figures about costs, market 
quantities, and other evidence about the quantitative features that 
should be displayed in the model. 

Even though we were willing to deal explicitly with a highly 
complex pattern of activities, we found it necessary to simplify the 
communication process and the types of transaction undertaken. 
The market period in the model corresponds to a calendar month 
in the real world situation. Within the market period, a series of 
transaction cycles occurs, in each of which every member of the 
wholesale group has an opportunity to conclude a single transac- 
tion. The market cycle is a concession to technology of the digital 
computer, as it is necessary to undertake logical steps and arith- 
metic operations in sequence rather than on a simultaneous basis 
as actually occurs in many interaction situations in the real world, 
including markets. In order to conclude a transaction during such 
a cycle, the wholesaler undertakes a series of steps. First, he 
obtains information from a supplier about his offer price and offer 
quantity, comparable information about the bid price and bid quan- 
tity of a retailer, and then makes a comparison between these in 
order to determine whether a transaction would be profitable to 
him as a wholesale intermediary. If it would be profitable, he 
sends further messages to order the transaction, but the transac~ 
tion is contingent upon confirmation by both parties. If confirma- 
tion is received, the wholesaler sends a final pair of messages to 
confirm the transaction, and it is then completed. Upon completion 
of the transaction, a shipment in the quantity agreed upon moves 
directly from the manufacturer to the retailer. The wholesaler 
finances the transaction by making immediate payment to the 
manufacturer, waiting for his receipt of cash until the end of the 
market period. The wholesaler operates on the spread between 
the manufacturer’s offer price and the retailer’s bid price for the 
quantity. It may be seen from this brief description that we have 
set up a network involving intermittent communication flow and one 
involving a whole series of individual decisions by market partici- 
pants. 

So far as the wholesaler’s operations are concerned, these de- 
cisions include the determination of priorities as to preferred 
sources and customers among the supplier and retailer groups, 
respectively. This determination of priorities may be undertaken 
in either of two ways, depending upon which alternative type of 
marketing pattern we choose to display in a particular run of the 
Simulation model. One method is random determination at the 
commencement of the market period so that rankings based on 
random selection are obtained by the wholesaler of all supplier 
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firms and of all retailers. The other method is based on previous 
marketing experience, the highest ranking being awarded to the 
supplier firm, for example, which had a large quantity of transac- 
tions with the wholesaler in the preceding period and a high ratio 
of orders to confirmations in that period. The wholesaler must 
also determine which potential transactions would be profitable 
and which, unprofitable. The quantity that the wholesaler can buy 
and resell on any particular occasion is limited both by the offer 
quantity of the supplier with whom the wholesaler is in contact and 
the bid quantity of the retailer. It is also limited by the amount of 
the commodity that the wholesaler can finance with his remaining 
working capital, after deduction of the further costs of communi- 
cation to complete the transaction. Thus, the price spread times 
the maximum transaction quantity that can be dealt in, minus the 
further message costs that would be required to complete the 
transaction, is a test of transaction profitability. 

Needless to say, these methods of determining the priorities 
as to search for market partners and the profitability of particular 
transactions could be modified if observed patterns of behavior 
different from those displayed here needed to be investigated or if 
improved decision-rules that a marketing investigator desired to 
test could be derived and then applied here. Our model is pro- 
grammed for computer simulation in such a way that these alter- 
natives can be introduced locally without disturbance to the other 
necessary features of the market process. 

It can be seen from this description that the market process as 
displayed in our model, while simpler than the market which is the 
empirical referent, is nevertheless more complicated than quanti- 
tative schemes for portraying markets usually are. The population 
of firms involved must have maximum limits because of the limi- 
tations on high speed memory in the IBM 709 digital computer 
which was available to us. A maximum of 30 supplier firms, 15 
wholesalers, and 60 retailers is involved in this market. With this 
number of firms and the very large amount of accounting and de- 
cision-making that must be displayed for each firm, the total 
number of variables to be kept track of in the market is about 
16,000. 

One question that deserves an answer immediately is: Does 
this market process, set up in the manner described, succeed in 
maintaining itself over time, or does it fall apart? Fortunately, 
the answer to this is that the market process does in fact main- 
tain itself over a rather long time interval even though no condi- 
tions of overall equilibrium or stability have been specified in ad- 
vance. 
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We have completed ten runs of the present model under dif- 
ferent conditions, to make further tests (beyond that of sheer 
feasibility) of the operating characteristics of the market. Two 
main types of variation have been tested: variation in the cost of 
information transfer between market participants, and variation in 
the method of determining priorities as to preferred market part- 
ners. Four different levels of communication cost have been stu- 
died: zero, $12, $48, and $192 per message. (These alternative 
cost levels, of course, have meaning only in the empirical con- 
text.) Two different types of preference ordering or priority sys- 
tem have been studied: random, and experimental. Because of the 
need for pairwise comparison, we have therefore devoted eight 
runs of the model to these tests. The simulator is, in effect, a 
laboratory in which to study how the market process operates un- 
der different specified and controlled conditions. One general 
hypothesis with which we began the study was that information flow 
would tend to stabilize after the necessary interval of adjustment 
in the population of firms in the market and of plant capacities. 
There is an apparent tendency for this flow, measured by a count 
of the total number of messages, to reach a relatively stable state 
after sixty market periods (five years of real world market oper- 
ation). Another hypothesis was that communication activity would 
be cut down if message costs were increased. This also tends to 
happen, although really impressive reduction in communication 
flow occurs only when the cost of communication is pushed to 
arbitrarily high limits as it is in the setting of the cost parameter 
at $192. The latter figure, incidentally, was chosen in an attempt 
to test what upper limit of communication cost would tend to cause 
the market to disintegrate. 

Still another hypothesis was that the wholesale margin would 
tend to be larger at low communication costs than at high ones. 
This, however, does not appear to be borne out in the series of 
simulation runs to date. The wholesale margin at the end of the 
sixtieth period is very much the same for all eight of the simula- 
tion runs involving differences of message cost and preference 
ordering. What happens, however, is that the eventual supplier 
price and the transaction quantity of the market as a whole are 
substantially affected as the cost of information transfer is in- 
creased. 


4, The final pair of runs was to test the efficiency of the market when only a 
single wholesaler was permitted to exist, and when unit message cost was $12. 
The wholesale monopolist was not, however, permitted to employ global rules for 
profit maximization, but instead used the same profitability tests as before. 
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I have not mentioned one important facet of our model which 
permits of some interpretation of the relationship between these 
communication features and the success of the market’s overall 
operation. This is the potentiality of entry by new firms at each 
marketing level if the profits of existing firms are above a certain 
threshhold. In order to provide for this competition from virtual 
firms, we set the initial conditions of the model at less than the 
maximum numbers of firms that can be accommodated: 20 sup- 
pliers, 10 wholesalers, and 40 retailers. The difference between 
these initial values and the maximum values is the gap which may 
be filled by entry if market conditions in a particular run warrant 
new entry. We found that the market reached its maximum popu- 
lation limits at low message costs but that high communication 
costs inhibited the growth in numbers of firms. In those runs for 
which the cost of information was set at $192, for example, no new 
wholesalers entered the market. A final feature of the relation 
between the cost and amount of communication activity and the 
population of firms involved in the market is the growth of total 
marketing capacity over time. As one would expect, this growth 
was in general found to be greater for low communication costs 
than for high ones. Partly because of the greater sensitivity of 
pricing and other decision rules of the supplier than of the cus- 
tomer firms, however, capacity growth was more consistent for 
the group of retailers than for the group of suppliers. Wholesale 
intermediaries exhibited the greatest variation in capacity growth 
as message cost was increased. 

If the outcome of the market for experimental as against ran- 
dom preference ordering is compared, a somewhat surprising re- 
sult can be reported. Extensive field studies of the wholesale 
lumber trade indicated that mills, wholesalers, and retailers did 
set up rather strong preferences for dealing with firms with which 
they had had successful experience in the past. Partly because of 
the simpler character of market dealing in our model as against 
the real world, however, the wholesalers derived some advantage 
from adopting random rather than experiential preferences to 
guide the choice of transaction partners. At each level of infor- 
mation cost, the total capacity growth (reflecting profits over 
time) of wholesalers was greater for experiential determination of 
priorities. What happened was that the suppliers were gradually 
forced to drop their prices farther when wholesalers were search- 
ing randomly for transactions than when wholesalers were willing 
to stick with suppliers with whom they had had successful dealings 
previously. Perhaps this result has some implications for the 
kinds of guide rule that market operators may appropriately use 


XUM 


XUM 


MODELS VERSUS COMPUTER SIMULATION 151 


in such market situations as the one under study. I would not be 
inclined, however, to make any very strong managerial recom- 
mendations on the basis of the limited evidence that we now have 
at hand! 

Each of the simulation runs requires about one-half hour of 
time on the IBM 709 computer. The above results must be re- 
garded as preliminary, as we are still digesting the rather volu- 
minous reports of the market’s operation which the computer gave 
us. 

A word may be said about the issue which I raised at the be- 
ginning of this paper: Can the same mode of analysis be used for 
making recommendations to managers as for gaining a more com- 
plete scholarly understanding? Potentially, the simulation model 
may be quite usable for improving management background about 
decisions concerning market organization. Two examples of such 
potential application will be given. First, the market model as it 
now stands presupposes that no single firm is vertically inte- 
grated; that is, no firm includes both manufacturing and wholesale 
establishments, or wholesale and retail establishments, or all 
three. It is possible to test the survival capability of a vertically 
integrated organization against the market background of non- 
integrated competition, by placing several establishments (say, 
four manufacturing plants and two wholesale establishments) under 
a single set of internal operating rules, and preventing ‘‘outside’’ 
sales by these manufacturing establishments and ‘‘outside’’ pur- 
chases by the wholesale establishments. 

We expect shortly to run some tests of such vertical integra- 
tion patterns. 

A second general type of management problem is to make 
short-range price forecasts and to forecast the effects of alterna- 
tive decision-rules for pricing, credit extension, etc. The present 
model, as a laboratory for exploring the consequences of a par= 
ticular role in its interaction with the many other operating fea- 
tures of the market, presents very real opportunities for this kind 
of management forecasting. When all is said and done, of course, 
the manager will still be faced with his own decisions whether to 
believe in the forecasts that are made through computer simula- 
tion. The best that can be said is that this may be a reasonable 
way of putting management ideas to a kind of laboratory test. 
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ADJUSTING MARKETING THEORY 
TO A WORLD OF ABUNDANCE 


STANLEY C. HOLLANDER* 
Michigan State University 


HE title of this paper is slightly ambitious. Marketing theory, 

in the sense of a set of explicit, consistent and general propo- 
sitions, does not exist as yet. Americans have achieved, or been 
graced with, a very considerable measure of comfort and more 
seems to be on the way. However, for most of its inhabitants this 
is a world of parsimony and misery, not abundance. Consequently 
it is somewhat foolish to talk now about adjusting the theory we 
have not yet developed to the abundance we can only hope the engi- 
neers will create in the near future. 

Yet we have experienced so many technical miracles in the 
recent past that we expect further and greater advances almost as 
our birthright. We extrapolate past increases into compound in- 
terest curves that suggest fantastic future production. And then 
we learn that, time after time, our forecasters have under, rather 
than over, estimated our capacity to turn out new and additional 
goods and services. Social scientists, such as David Riesman, 
Kenneth Galbraith and David Potter have argued that much of what 
we learn and practice today is simply the debris of cultural lag, 
the obsolete values and ceremonials of a world of scarcity. Some 
of the most perceptive minds in marketing, such as Reavis Cox 
and Wroe Alderson, have suggested that marketing theory based 
upon the scarcity of resources and the stinginess of nature may 
prove completely inappropriate to worlds in which nature is lavish 


*Stanley C. Hollander is Professor of Business Administration at Michigan 
State University. He has served on the Michigan State faculty since 1958. Mr. 
Hollander has also taught at the University of Buffalo, the University of Penn- 
Sylvania, and the University of Minnesota. He holds an M.A. degree from The 
American University and the Ph.D. degree from the University of Peansylvania. 
He has recently edited a book of readings entitled Explorations in Retailing. 
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and open-handed. * Whether one agrees with this position or not, 
there are heuristic values in asking what happens to marketing 
theory when the fundamental assumptions are altered. 

Generally marketing students and teachers discuss an economy 
in which there is not enough to go around and in which some de~ 
sires must remain unsatisfied. Yet, because some purchase moti- 
vations are weaker than desires to save, and because purchasing 
power is inadequate to translate latent desires into effective de- 
mand, the market fails to absorb some potential or even actual 
output. This is the world of the buyers’ market in which sales 
promotion seeks to make demand dynamic, while price rations the 
available supply amongst the potential claimants. This is ‘‘nor- 
malcy.’’ The ‘‘abnormal,’’ the sellers’ market in which ample 
purchasing power seeks to seize inadequate supplies has also been 
with us often in past decades. As a general phenomenon it has ap- 
peared in war and post-war years. As a special situation it has 
occurred and reoccurred in many industries almost every time a 
new fad or fashion has caught the fancy of the consumer. Yet we 
have failed to discuss such sellers’ markets thoroughly, and in so 
failing I am sure we have made a major mistake. Exactly what 
are the rationing devices? How does initiative shift from seller to 
buyer, and what organizational changes ensue? What institutions 
and arrangements persist, and for how long, as markets change? 
All of these, and many others, are fruitful and neglected areas for 
marketing research, 

This morning, however, we are looking at a third situation, or 
really, set of situations. These are situations in which supply ap- 
proaches, matches, or exceeds all conceivable desire; in which 
purchasing power presumably is adequate to absorb output; but in 
which other limits tend to control effective demand. Both Cox and 
Alderson have forecast that the sheer physical limits upon the 
time available for consumption may prove to be the most crucial 
factors restricting demand at some high level of productivity. 
After all, there are only 24 hours a day and one cannot go toa 
movie and read a book simultaneously. Lack of energy and capac-= 
ity for enjoyment, the development of more austere tastes, a re- 
treat from goods as a form of conspicuous consumption and rejec- 
tion of the nuisances involved in the care and use of goods and 
services may also limit consumption according to forecasts of 
this sort. 


1. Cox, ‘‘The Outlook for Cost Imposed and Values Added by Distribution,’’ 
Proceedings of the 28th Boston Conference on Distribution, 1956, p. 50; Alderson, 
Marketing Behavior and Executive Action, Homewood: Richard D. Irwin, Inc., 
1957, pp. 285-286. 
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Let us start by imagining the most extreme situation possible, 
a society equipped with cheap and efficient machines capable of 
readily producing everything one could desire. Let us further 
imagine that ownership of these machines is widely diffused, in 
fact everyone has one or has a claim upon the output of the ma- 
chines. This seems a reasonable addition to our unreasonable ba- 
sic premise, since I doubt that society would long tolerate monop- 
oly power in such machines. In short, we have created a society 
in which both work and scarcity have been abolished. 

We have had few forecasts of such a society outside of the 
world of the Schmoos in Al Capp’s entertaining comic strip. Even 
the Utopian novelists have felt that work would always be with us. 
Their treatment of it has differed. Some thought that work would 
be relegated to low status individuals: children, slaves and serfs. 
Others thought it would be reduced through acceptance of a Spartan 
standard of living; made easier and more enjoyable through inven- 
tion; or dignified by a new respect and regard for the worker. But 
none forecast the abolition of work. 

Schumpeter has pointed out that value is simply the reflection 
of our poverty. In the society we are imagining, opportunity costs 
would disappear and there would be no role for marketing. But 
similarly, there would be no economic reason for engaging in 
marketing. The common material rewards of risk and manage- 
ment would be freely available from the wonderful little machines. 

Further pursuit of this vision of a world devoted solely to con- 
sumption under conditions of free production does not seem too 
profitable. Yet reflection upon it does suggest that we ought to ask 
as many questions about the role of the entrepreneur in a society 
of abundance as we do about the role of the consumer. Certainly 
what limited evidence we have so far suggests that our present 
degree of abundance has not dried up the well-springs of entre- 
preneurship. 

A more reasonable forecast, leaving aside the threat of atomic 
annihilation, would foresee a society in which there have been vast, 
but uneven increases in productivity, but in which there still is a 
very real cost of production attached to most goods and services. 

The probable unevenness of the productivity gains need not 
trouble us here. The most probable outcome is simply a reallo- 
cation of effort. For example, Time magazine two or three years 
ago ran a cover story on the problem of repairs for durable goods 
ranging from houses to electric appliances. The article suggested 
that consumers were becoming disenchanted with such goods be~ 
cause repair services were so expensive, uncertain and unsatis- 
factory. I suspect that long-run continuance of such a situation, 
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under abundance, would most likely lead to one or more of four 
solutions: (a) the production of sturdier appliances; (b) the pro- 
duction of appliances susceptible to easy repair, probably ona 
modular basis; (c) the manufacture of relatively cheap appliances 
to be used as semi-durables, e.g. the inexpensive watch that is 
more economically replaced than repaired; or (d) the upgrading of 
the material and social rewards available to repairmen, so as to 
attract more and better entrants into the trade. Over the years 
society has frequently re-evaluated different trades; witness, for 
example, the way in which physicians and surgeons have advanced 
in status from the lowly barber and leech. I see no reason why the 
same thing cannot happen to the repairmen who work on machines 
as well as to those who work on the human plumbing. 

Greater than average increases in productivity in particular 
trades or industries may conceivably bring pressure for govern- 
ment support through purchase of the excess output. In the past, 
as we all know, wheat growers and silver miners have been the 
recipients of such aid. On the other hand, coal miners and textile 
weavers have been considerably less favored. On the whole, a 
price support program for a very wide range of commodities would 
seem too absurd to be anticipated, although one can never tell. 

The technical structure of our future productivity gains, as well 
as the unevenness of those gains, will influence future marketing 
behavior. Our needs will undoubtedly help shape the nature of our 
inventions, but the inventions will also condition both the needs and 
the supply. For example, if the inventions require giant enterprise 
as a condition of efficiency, some of our present antitrust thinking 
may have to be re-evaluated. Concentration or dispersion of pro- 
duction, as a result of technological requirements, will have sig- 
nificant channel implications. Finally, one of the most commonly 
noted characteristics of high-level consumption is pronounced 
consumer preferences for small differences and variations. To 
use the concepts developed by Professor E. D,. McGarry, mer- 
chandising gains attention, perhaps, but not necessarily, at the ex- 
pense of propagandizing. Consumers want to choose between dif- 
ferent color combinations, different body styles, different trans- 
missions, different engines, and different combinations and 
permutations of all the permissable variables. The customized 
product is a feature of both very low-level consumption where 
there is an inadequate market for mass production, and of high- 
level consumption where some engineering gains are sacrificed 
for individualization. The mechanical and technical structure of 
the future, particularly the flexibility of the machines, will deter- 
mine exactly what engineering gains do have to be sacrificed for 
what individualization gains. 
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The most significant of all questions involved in increased 
productivity seems to center around consumers’ willingness to ab- 
sorb the additional output. In one sense, this is a very old ques- 
tion. G. B. Hotchkiss has shown in his Milestones of Marketing 
how this question has arisen again and again. 


. It is commonly believed that men of bygone days 
lived in a scarcity economy and were preoccupied with 
the task of producing enough to satisfy their needs, 
whereas ours is an ‘‘age of abundance’’ in which for the 
first time the problem of distribution has become of para- 
mount importance. From our viewpoint this is true, but 
from the viewpoint of our ancestors, it was not true. For 
the past five hundred years at least, fear of scarcity was 
far less common than fear of surplus. Persistent at- 
tempts were made to guard against over-production, and 
the typical method of bringing about a balance between 
supply and demand was by curtailing supply. Only for 
short periods, or in limited groups, were producers ever 
free from worry regarding the marketing of their mer- 
chandise and services.? 


However, the modern marketing theorist can point out that his 
worries about future consumption seem, at least from his view- 
point, to be somewhat different from the worries of the past. For- 
merly, those who were concerned with overproduction feared a 
shortage of purchasing power. Today’s problem seems to be the 
shortage of consumption time. 

To appraise that worry realistically, we ought to look at a few 
very basic statistics concerning consumer incomes and productiv- 
ity. In 1958, American families, by far the wealthiest in the world, 
had an average, after-tax income of approximately $5,600, or in 
other words, $1,800 per capita. Productivity estimates are ex- 
tremely rough approximations, of course, but in recent decades 
our per capita output seems to have grown at a rate of 2 to 3 per 
cent compounded annually. Over a fifty year period, the entire 
business lives of our youngest students today, the more conserva- 
tive figure would indicate an increase of 170 per cent, the more 
optimistic 340 per cent. In short, we are dealing with estimates of 
average family income ranging from $15,000 to $25,000 and of 
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individual incomes ranging from about $4,800 to $8,000, all in 
1958 terms, 

To be sure, these estimates are based upon a number of as- 
sumptions that may appear more or less reasonable. The first is 
that invention and improvement in the arts will continue at recent 
past rates, without falling off as some fear, and without sensation- 
al breakthroughs, as some hope. The second, and perhaps the 
most unreasonable, is that we shall be allowed to develop our na- 
tional standard of living free of outside intrusion. The third, and 
a most reasonable one I believe, is that some of the potential gains 
from engineering improvements will be translated into shorter 
hours, rather than into increased goods. Fourth, that average tax 
rates are not likely to fall sharply during the next forty or fifty 
years. 

An attempt to predict the rate of invention would be foolhardy. 
At least by now we have escaped from the delusion that ‘‘nothing 
remains to be invented,’’ perhaps only to fall into a delusion that 
“eventually anything can be invented.’’ And we seem more and 
more inclined to say ‘‘If eventually, why not now,’ 

Unquestionably, though, our productivity increases will provide 
us with international problems, responsibilities, and opportunities. 
Henry H. Villard comments that ‘‘the affluence that has begun to 
trouble us is a problem afflicting a very small part of mankind.’’ 
He then asks, ‘‘If we as a nation could not endure half free and half 
slave, what are the prospects for a world one-tenth affluent and 
two-thirds poor?’’? 

Internally, we can expect increased leisure and increased gov- 
ernment services to absorb at least some of the increased poten- 
tial output. Shortened working hours seem to be the trend, if not 
for marketing teachers, certainly for the general population. Many 
analysts do not expect the average working day to drop below six 
or seven hours, but do forsee more holidays, longer vacations, and 
perhaps, even paid sabbaticals. In whatever form the reduction 
appears, it will have a twofold effect; on the one hand reducing 
output and on the other increasing time for consumption. As the 
editors of Fortune put it: 


Theoretically, if the American people had not length- 
ened their vacations at all since 1929, the increase in 
production—and income—that would have resulted from 
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this extra labor time would have been roughly $5 billion. 
However, the demand created by the longer vacations has 
expanded the vacation market by more than $5 billion. 
Extra leisure time tends to result in extra leisure spend- 
ing. Thus the leisure market may eventually become the 
dynamic component of the whole American economy. For 
while consumer appetites for necessities may become 
sated, what is the limit to the market for pleasure : 


Doubling or tripling the number of hours available for leisure 
spending and enjoyment, in the long run, will do more than double 
or triple leisure spending. David Reisman has pointed out that for 
many people today, leisure is simply a version of technological 
unemployment5 The MacFadden Wage Earner Forum has re- 
ported that its participants tended to use spare time for ‘‘just sit- 
ting around and talking.’® Now there is nothing wrong with ‘‘just 
sitting around and talking,’’ the American Marketing Association 
meets semi-annually for just that purpose. But seriously, most of 
the studies of recreational patterns indicate that at least some of 
the sitting around is indulged in simply for lack of better things to 
do, or especially for lack of knowledge and competency for the 
other things.? At present mainly only the better educated groups, 
especially the business and professional segments, find their lei- 
sure time inadequate for the claims of multifarious interesting ac- 
tivities. Apathy towards leisure may turn the spare hours into an 
opportunity for moonlighting, i.e., working at a second job, de- 
feating the tendencies forecast earlier. But apparently the pro- 
gressive educationists have scored a point in their advocacy of 
education for leisure as well as for the job. Over time I suspect 
we will have a citizenry considerably more trained in the uses of 
spare time. Sales promotion, obviously, will have its role in that 
training. 

Taxes and other government charges probably will remain high 
because of the necessity of redressing what Professor Galbraith 


4. The Changing American Market, New York: Hanover House, 1955, p, 214. 

5. ‘*Leisure and Work in Post-Industrial Society,’’ in Eric Larrabee and Rolf 
Meyersohn, editors, Mass Leisure, Glencoe: The Free Press, 1958, p. 366. 

6. Quoted by Robert Bendiner, ‘‘Could you Stand a Four-Day Week,’’ The 
Reporter, August 8, 1957, p. 13. 

7. cf. ‘‘Recreation in the Age of Automation,’’ The Annals of the American 
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calls ‘“‘the social balance.’*® This is the ratio of public consump- 
tion expenditures to private purchases. Galbraith is very pessi- 
mistic about this ratio, since the entire sales promotional arsenal 
concentrates upon building private demand, while public benefits 
are left as residual claimants. But perhaps he is overly pessi- 
mistic. True, our highways and parking facilities lag behind our 
automobiles, and our educational expenditures trail our recrea- 
tional purchases. These lags may, however, be fairly short-run 
matters. As a nation we have steadily supported higher and higher 
levels of expenditure for public education; we now seem fairly well 
determined to thrust a college education or the semblance thereof 
upon every child, willing or unwilling. In fact, we may soon have 
to revise Chancellor Hutchin’s famous remark and say that the 
only way to avoid trouble is to give every male child an M.B.A. at 
birth. Our highway system seems to be improving, even if we do 
not know what to do with the cars when they get downtown. There 
is no reason why, in the future, sales promotion may not be used 
more extensively to develop demand for public consumption ex- 
penditures. The work of the Advertising Council and the various 
charity drives are a small case in point. Suppliers to government, 
cement manufacturers, building contractors and the like might 
profitably do much more. 

Also relevant to this position is an increasing tendency to fi- 
nance some governmental services, at least partly, through direct 
fees. The rise in postal rates, the clamor for increased tuition in 
the public universities, and especially, the growth of toll highways 
are cases in point. Under Galbraith’s analysis, such charges are 
not unduly onerous; they provide some funds for the support of 
public consumption, and they place public agencies in a position to 
do some sales promotion of their own. 

In spite of increased leisure and increased attention to what 
may be called the social component in consumption, the productive 
machine is likely to turn out increased quantities of goods and 
services for our private use. This is the part of the productivity 
increase that has raised most questions in the discussions to date. 
Will we want and will we take the additional goods? 

The answer is not crystal clear. We have had many studies of 
poor and impoverished consumers, far fewer analyses have been 
made of the affluent. This has partly been due to the fact that the 
problems of poverty have been more pressing than those of opu- 
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lence, and partly because the poor cannot escape the social work- 
er’s questionnaire as readily as the wealthy. We cannot turn 
Engel’s Laws, which are cross-sectional formulations, into long 
run predictions. The history of food consumption should warn us 
against that trap. 

Without being facetious, however, I do not think that we will 
have much difficulty in learning to consume at a rate appropriate 
to an average family income of $15,000 to $25,000. It may be that 
many of the things we will be consuming would not seem very im- 
portant by today’s standards. Yesterday’s luxury is tomorrow’s 
necessity; wants are at least partially determined by social exam- 
ple, and new vistas for consumption constantly appear. David Mc- 
Cord Wright has described the change vividly: ‘‘The Emperor 
Charlemagne lived in a flea-haunted, stinking kennel which scarce- 
ly the poorest slum dweller would touch today. Yet he was well 
off by contemporary standards. The roof probably didn’t leak very 
often.’’® Professor Galbraith believes that the new wants are of 
constantly decreasing marginal value, and usually have to be in- 
duced artificially, through sales promotion. However, I am more 
inclined to agree with Mordecai Kreinin, who seems to believe 
that wants ought to be evaluated in the light of hindsight, rather 
than predicted with unsophisticated foresight. Kreinin points out 
that people simply do not give up the want-satisfiers, even after 
the advertising pressure is stilled. He cites the examples of im- 
migrants who return to the old countries, often far from the ad- 
vertising message, but who still long for the creature comforts 
they learned under such inducements. The resistance Americans 
displayed towards any reduction in living standards during the war 
years is another example.” To these, we may add the case of such 
supposedly contemplative and philosophical nations as Japan, 
where interest in consumer goods mounted feverishly, once the 
goods became available. 

The Survey Research Center has found that a large proportion 
of the people who express an intention to buy any particular ap- 
pliance already own the same, or similar, article in good working 
condition. The desire to keep up with relevant reference groups, 
and strong interest in new models and improvements apparently 
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provide sufficient motivation for purchases. The Survey experi- 
ence has lead Irving Morrissett to say: 


Saturation with goods is often analyzed as if it were 
similar to the physiological saturation which follows 
satisfaction of the desires for food, drink and sexual in- 
tercourse. This parallel is of little help, because people 
buy many goods mainly to satisfy social and psychological 
rather than physical, desires... 

The psychological principle most relevant to satura- 
tion concerns levels of aspiration. Success in achieving 
a level of aspiration, or goal, usually results in the set- 
ting of a higher level of aspiration, a new goal. . . This 
is not to say that consumers never become surfeited with 
goods of certain types. The problem is a complicated 
one, requiring further investigation. But if an over-sim- 
plified rule is to be applied to buying behavior in the 
American economy in the 1950’s, it would be more cor- 
rect to say, ‘The more people acquire, the more they 
want to acquire,’ than to say, ‘The more people have, the 
less they want.” 


Our ideas even of what is appropriate to poverty have changed 
rapidly, and seem likely to continue to change. Welfare work 
standards in the last century were concerned with the provision of 
mere subsistance, according to an analysis Helen Lamale gave at 
the 1957 American Economic Association meetings. During the 
first three decades of this century, the standard gradually changed 
to a “‘living wage concept,’’ including some allowance for comfort. 
Today it has reached a ‘‘social concept,’’ including all that is nec- 
essary for health, efficiency, social participation and ‘‘the main- 
tenance of self-respect and the respect of others.’’!” If our pic- 
ture of what is a decent minimum has increased so radically, is 
our concept of the optimum likely to remain static? 

Increased consumption is likely to be more fickle, more un- 
predictable, and more susceptible to the influence of small differ- 
ences. Consumers may want goods that are more pleasure-inten- 
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sive than the present supply. Paradoxically, the opening of in- 
creased and broadened markets may not decrease marketing risk. 
But the demand is likely to be there for the right products and 
services. Such perceptive students of consumption as George Ka- 
tonah, Ruth P, Mack and David Reisman seem to see continuance 
of strong aspirations to consume, at least so long as we continue 
to maintain a dynamic society.’° 

In all probability, marketing theory does not have to change 
radically or at all, to adjust to a society of greater abundance. On 
the other hand, our values and our tastes ought to change. We can 
say with David McCord Wright: 


As a country grows richer, it can become less ugly 
and more healthy. It can afford to insist upon the incor- 
poration within the structure of private costs, of certain 
social costs hitherto unheeded. It can insist through tax- 
ation and regulation that private competitive calculations 
include the prevention or amelioration of smoke, of 
fumes, and of pollution. . . In a world of poverty it can 
at least be argued that the need for more production is 
greater than the aesthetic criterion; but with increasing 
output per head the aesthetic becomes more attainable. 

And so we come to the final problem; the rediscovery 
of qualitative standards, of moral sanctions, of aesthetic 
appreciation.* 


In agreeing with Wright, we may note that, within the frame- 
work of human frailty, there is no upper limit, no conceivable sa- 
tiation, for quality, for morals, or for beauty. 


13. cf. Katonah, Psychological Analysis of Economic Behavior, New York: 
McGraw-Hill Book Company, 1951, p. 143; Mrs. Mack, ‘‘Trends in American Con- 
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pp. 55-68; Reisman, op. cit. 
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THE USE OF GENERALIZATIONS IN 
THE ANALYSIS OF MARKETING 
PROBLEMS 


HARRY L. HANSEN* 
Harvard University 


HEN Perry Bliss first suggested the title of this talk to me, 

my first reaction was that the subject could be treated readily 
within the alotted time. Since then I have had time to see that 
within a half hour one cannot do more than to begin considering 
the ramifications of the subject. Because there is so much to say, 
I must get right down to the business of this talk. 


THE QUESTION OF DEFINITIONS 


Let us begin with a brief and illustrative view of what has ap- 
peared in The Journal of Marketing concerning generalizations.’ 
For instance, we are familiar with Lawrence Lockley’s article, 
“Use of Principles in the Management of Advertising’’ and the 


*Harry L. Hansen is Professor of Business Administration at Harvard Univer- 
sity. He also received the M.B.A. and D.C.S. degrees from Harvard. He has served 
as director of management training programs in both the Philippines and Japan and 
as a member of the Board of Directors of J. J. Gallery, Inc., Quincy Market and 
Cold Storage Warehouse Company, and Boonyium & Associates. Mr. Hansen is 
author of Marketing: Text, Cases, and Readings andco-author (with M. P. McNair) 
of Problems in Marketing and (with M. P. McNair) of Readings in Marketing. 
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subsequent comments by Reavis Cox and Edmund D. McGarry.? 
Professor Lockley used the word “‘principles’’ in his title, ‘‘hy- 
potheses relating to the stimulation of selective demand.’’ He con- 
cluded his article by referring to all 21 ‘“thypotheses”’ and “‘princi- 
ples’’ as ‘‘generalizations.’’ In the next issue of the Journal, an 
editor’s note indicated that the word ‘“‘hypotheses’’ should have ap- 
peared instead of ‘“‘principles’’ in the heading referring to selec- 
tive demand. This note is confusing because the significance of 
such a distinction was not discussed in the article; and especially 
confusing since the change raised the question of the meaning of 
the word ‘‘principles’’ in the title when the statements made with- 
in the article were all labeled ‘‘hypotheses.’’ 

Neither Professor Cox nor Professor McGarry chose to com- 
ment on the interchangeability of terms. Reavis Cox applied the 
word ‘“‘hypotheses’’ to Lockley’s points but made what appears to 
be an interesting differentiation by asking whether Lockley’s ‘‘state- 
ments’’ could be used both as “scientific generalizations’’ for 
teachers and as ‘‘rules’’ for business managers. Professor Mc- 
Garry in his note used Lockley’s words ‘‘hypotheses’’ and ‘‘princi- 
ples,’’ but added the new words ‘‘science’’ and ‘‘conceptual 
scheme.’’ Reavis Cox restricted his comments to ‘‘the problem of 
testing the validity of these hypotheses by appeal to empirical 
facts.’? He observed that in relation to value the costs of con- 
ducting tests of the hypotheses might be larger than the costs of 
the trial-and-error processes used by many marketing executives. 
We might add the gratuitous observation that science is not insen- 
sitive to costs, but administration is more sensitive. Professor 
McGarry, after questioning certain of Lockley’s hypotheses, 
doubted the possibility of developing a science from the latter’s 
“principles.’’ It was the former’s view that ‘‘real progress to- 
ward the development of a science of marketing is more likely to 
come from seeking out new theories—broad conceptual schemes— 
than from attempting to collect the bits and pieces of so-called 
principles.’’ But he went on to say that even if a tenable concep- 
tual scheme could be developed, marketing would still not be a 
*‘science’’ with the predictive accuracy of chemistry or physics. 
He rested this position upon two considerations: the difficulty of 
defining variables and the impossibility of measuring them. 

Now, there you are. I must agree with all the views expressed. 


2. See, Lawrence C. Lockley, ‘‘Use of Principles in the Management of Ad- 
vertising,’’ The Journal of Marketing, Vol. XIX, No. 3, p. 258; Reavis Cox and 
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To attempt to develop principles, hypotheses, and ‘‘broad concep- 
tual schemes’’ is desirable; to indicate that the administrator as a 
practical matter may forego experiment for trial and error is 
realistic; to point to the difficulty of identifying variables and 
measuring them is sensible; to suggest that marketing may be- 
come a science is not impossible; to argue that marketing is an 
art is certainly descriptive. 

The ready interchangeability of terms in these three brief 
articles or notes may interfere with some niceties of thinking, but 
marketing progress has certainly not been inhibited by lack of 
definition of these particular words. These definitions do over- 
lap, and in most cases it is probably more important that the in- 
dividual understand the extent of the overlaps for himself than that 
he successfully communicate his measurements to others. Also it 
probably does not make so much difference what we call certain of 
our ideas—principles, generalizations, etc.—as it does what we do 
with these concepts. If we take these concepts as intellectual 
‘‘beachheads’’ from which to launch our analyses of problems, we 
are wise. On the other hand, if we view these ideas as conclusions 
to which we mold the facts of a problem, we are worse off for 
having had them in the first place. 

It is within this framework of thinking that I offer you my own 
definitions briefly. I do not hope to persuade you to change your 
views on any of these terms by stating my own thoughts which are 
personal, bear no necessary resemblance to what my associates 
think, and have as their principal merit that they are useful to me. 
My preference is to reserve the term principles for those phenom- 
ena that are commonly verifiable by experiment or mathematical 
proof. Once I let the word principles escape from this fairly nar- 
row meaning, the word has become of little use to me.? A hy- 
pothesis very briefly is an idea that I hope to test. I would then 
use the plural noun, generalizations, to describe the useful guides 
for action we acquire from a variety of experiences. These ex- 
periences may range from the conclusions of experimental or 
clinical approaches to problems to simple observations of every- 
day life. I prefer to take the view that these generalizations are 
only ‘‘currently useful’’ and are probabilistic rather than certain 


3. I am reminded of William Henry Chamberlin’s anecdote: ‘‘An eager re- 
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in nature. Then there is a phrase of great usefulness—conceptual 
scheme. This is what results from taking generalizations and 
combining and shaping them into an intellectual design for under~ 
standing and attacking problems. Theory is a word I eschew be- 
cause it is open to so many interpretations. 


THE NEED FOR GENERALIZING 


We live in a complex and changing world; hardly a novel 
thought, but this unoriginality does not detract from the truth of 
the observation. If we are to be effective in this world, we must 
find the things common to our experiences and use them as guides 
to action. If we were to consider every situation in life upon its 
merits, we would indeed be immobilized intellectually, emotional- 
ly, physically. Our problem is to sort those decisions which can 
be solved by generalization from those which call for detailed 
search of their unique circumstances. The issue of whether to 
generalize or not is not the right issue; the ability to generalize is 
a necessity. All of us in marketing must both particularize and 
generalize. We will be tested ultimately by the skill with which we 
make our choice. I might add parenthetically that since a general- 
ization tends to be more than the facts from which it is drawn, it 
is not surprising that generalizations tend to be controversial. But 
controversy does not destroy their usefulness. Indeed, if we were 
to look at the benefit of generalizing as a personal gain, as it is 
possible to do, the question of controversy can be thought of as a 
matter of indifference. Yet this perhaps pushes the matter too 
far. A generalizer wants as one goal to minimize the complexity 
of his work. Faulty generalization will add to this complexity. 

At times the view is taken that emphasis upon generalization is 
not desirable because it invites loose thinking. What should be 
done, it is said, is to emphasize something termed analysis: the 
definition of a problem, the breaking of it into parts, the definition 
of alternatives, etc. But is analysis thought, all or part.of thought, 
or the result of thought? Why is it that pointing out these steps of 
analysis to students does not markedly and uniformly bring good 
results? We can gain some insight if we take a brief look at one of 
the discoveries of some of the early experimental psychologists 
who attempted to explain thought. 

At first these psychologists assumed that we thought con- 
sciously and therefore we could through introspection break down 
the process into its parts, i.e., analysis could be described.* Ina 


4. The reference is to the work of the Wursburg group. 
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way we attempt to use this approach today when we suggest to stu- 
dents that they try to construct an outline of a systematic approach 
to case problems. Some students find this useful, others gain lit- 
tle from it for reasons that they find difficulty in describing; 
others end by so forcing their thinking into this outline that it be- 
comes a Procrustean bed. Many students, however, find the out- 
line disappointing. Something seems to be missing. How, for 
example, does the student move from “defining the problem’’ to 
‘determining the alternatives?’’ What the student appears to 
achieve with his ‘‘system’’ sometimes seems to be no more than a 
lot of bricks stacked upon each other to form the shape of an in- 
tellectual house. 

But where and what is the mortar that holds these bricks to- 
gether? A similar question faced the early psychologist experi- 
menters. Their subjects reported that in critical stages of their 
thinking they experienced flashes of insight, ideas, or concepts 
that could not be analyzed into constituent parts. Apparently im- 
portant areas of thought were not conscious. It also began to be- 
come evident that the way subjects described their approaches to 
tasks did not correspond to the manner in which these subjects 
actually worked on these tasks. This latter conclusion is illus- 
trated again and again when we find students studying cases in 
ways quite different from the systematic approach of their ver- 
balized outlines. Still many of these students allege that the con- 
cept of a systematic approach is useful. Why? We cannot be sure. 
We may conclude that while a student’s ability to analyze may be 
increased by this method, it is only one step toward improving 
analytical ability. There is clearly something else operative. 


THE GENERALIZATION PROCESS 


It may well be a mistake in a talk of this length to raise at all 
the question as to what constitutes thinking and how generalizing 
relates to it. Nevertheless let us consider the relationship for a 
moment. In psychological terms, the generalization process can 
be defined as that ‘‘by which an organism comes to effect a con- 
stant modification toward an invariable feature (or set of features) 
which occurs under varying conditions.’® For instance, after 
studying a number of marketing case histories (set of features), 
we (the organism) find that despite great variation in the facts that 


5. George Humphrey, Thinking, An Introduction to Experimental Psychology, 
(New York, John Wiley & Sons, 1951), p. 265. 
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compose each (varying conditions), a particular idea (constant 
modification) comes to us: sales forecasts appear to be a more 
useful management tool when salesmen participate in making 
them. Then we find a new case where salesmen are not involved 
in determining sales forecasts and we are likely to quickly say, 
‘‘The sales forecasting can be improved.’’ 

We might for a moment consider whether any useful distinc- 
tions can be made between generalization and the processes of 
learning and thinking. If by generalization we mean the process of 
developing a constant response to a constant feature or set of fea- 
tures occurring in a variable context, we might define learning as 
developing a constant response to a feature or set of features ina 
constant context.® For instance, after studying the income state- 
ments of a number of department stores, the student will learn 
how to construct an income statement. There is a fine point here, 
of course, as to what makes a context fixed or variable. For in- 
stance, not all department stores may use exactly the same form 
of income statement. Let me choose another illustration. Suppose 
we give a student a book of readings on marketing subjects and tell 
him we will examine him on the contents of the book. Within the 
meaning of the definitions given, we are probably inviting him to 
learn rather than to generalize. But these definitions are not uni- 
versally accepted by psychologists, and in fact some regard gen- 
eralization as part of learning. 

There is the question of what we mean by thinking. Is it de- 
veloping a variable response to a feature (or set of features) con- 
tained in a variable context? Perhaps so. In everyday language, 
we can look at thinking as the integration or recombination of past 
experience with new perceptions to meet, recognize, and solve a 
problem. What is a problem? This is another difficult matter of 
definition, but we might usefully regard a problem as a condition 
which prevents us from obtaining a goal. We can visualize that in 
dealing with problems appearing in a variable context, we will find 
ourselves both applying generalizations and learning because these 
are part of our past experience, but we will also be thinking. Thus 
we can hypothesize that generalization can be regarded as part of 
thinking. 

I hope I have not been tedious or confusing in touching upon 
these questions about the meaning of learning, thinking, and gen- 
eralizing, without really settling anything. My purpose is, first, 
to point out the complexity of the terminology that we use so 


6. Ibid., p. 267. The use of the adjective constant before response is mine. 
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readily when we say we want our students to learn, or think, or 
generalize. My second point is that generalizing is built into our 
thinking process and therefore to debate the issue of whether or 
not we should generalize is unrealistic. An important corollary of 
this second point is that since we do not necessarily verbalize our 
thought, many of our generalizaiions are implicit. However, if we 
assume that words can be used to sharpen thought—I do not know 
that this has been experimentally shown—there may be consider- 
able gain in making generalizations explicit. 

We need as teachers to remember especially that thought and 
language are not one and the same thing. Although some part of 
the interaction of both is apparent, it has been well established 
experimentally that a good deal of thought is nonverbal in nature. 
Thus when we find it convenient to evaluate our students by what 
they report to us, we need to have some reservations behind the 
positive flourishes of our marking pencils. And in particular as 
we note their generalizations, we may do well to hope that in back 
of what may appear to be a meagre result, there is a dark and 
energizing mass of mental activity. And for ourselves—well, what 
are the generalizations you and I live by? 

The factors that affect the ability of the student to generalize 
can be stated fairly readily. Perhaps first we should indicate that 
the relationship between intelligence and the ability to generalize 
is not clear. There is not proof that they are one and the same 
thing even though some correlative tendency may appear. We can 
suspect, however, that individuals will not generalize equally well 
in different contexts. To return to the factors, and we will recog- 
nize their pertinence quickly, they are: (1) difficulty in knowing 
what is expected; (2) the number of instances and the sequence in 
which these are presented; (3) the extent towhich students are able 
to test their generalizations; (4) the rewards or penalties offered; 
and (5) the time and opportunity given for generalizing.’ 


7. These factors are based upon our own subjective observations in trying to 
get students to develop generalizations. For an extended discussion of a similar 
set emerging from a carefully controlled experiment, see A Study of Thinking, by 
Jerome S. Bruner, Jacqueline J. Goodnow, and George A. Austin (New York: John 
Wiley & Sons, Inc., 1956). This study is especially interesting because of its dis- 
cussion of the strategies that are used in attaining concepts. The selection of 
Strategy depends upon the relative weight the individual places upon: (1) gaining 
the most information possible; (2) doing this with the least work; and (3) control- 
ling the risk involved. 
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THE INSTANCES FOR GENERALIZING 


If generalizing is important in marketing, the student must do 
it himself from the observation and analysis of instances, prob- 
lems, solution attempts, or solutions themselves that he personal- 
ly encounters. For him to generalize merely from the generaliza- 
tions of others is not only a risky business but hardly one that 
leads to insight. The question then is, in what form or forms are 
the instances from which the generalizations are to be drawn to be 
presented to the student? There are a variety of forms and among 
them are: cases, studies of consumer behavior, exercises in 
operational gaming, and research studies and techniques of many 
sorts. Let me talk about cases as instances because these repre-~ 
sent a large reservoir of data concerning marketing administra- 
tors at work and represent an outstanding source for generaliza- 
tions. But because I come from a school that has a vested interest 
in case instruction, let me point out some weaknesses in the case 
method so that I shall not be termed a propagandist. 

We must begin by reminding ourselves that any event must be 
incompletely perceived by any one individual. It matters little 
whether he is a participant or an observer; the change in role may 
merely open his eyes to different things. Because a person per= 
ceives incompletely, if we wish to obtain a more accurate de- 
scription of an event, we seek, as do the lawyers with their wit- 
nesses, the opinions of a number of individuals both participants 
and observers. From their supporting and conflicting observations 
we attempt to reconstruct the happening. In this effort we are sel- 
dom completely successful. In many cases we can assemble only 
enough pieces of the picture to recognize the general outlines of 
what happened. The past, like the future, has its mysteries, and 
as long as the event must be described through human experience, 
its true nature escapes us. 

It follows that no one can regard a business case as a com- 
pletely accurate description of a past event. Cases with one ex- 
ception, which I will point out, are usually based upon a research- 
er’s questioning of a listening to a participant in or an observer of 
a business event. As a result, there are two factors which move 
the case away from reality. First, the event is rarely described 
by all the individuals who interacted in it. This failure is not one 
of research oversight but a result of the high cost of obtaining the 
complete observations. Second, since cases usually involve past 
events, faults of memory tend to blur recollections. This is not a 
matter of poor research design but of realization that truly cur- 
rent cases are often not releasible for use by the cooperating com- 
pany because of security reasons. 
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I said there was one exception to cases being past events and 
that is where the cases are written by researchers present at the 
time the event occurs. The opportunity, however, to make this re- 
search effective is rare and costly. Cases are written commonly 
to fit into an instructor’s conceptual scheme of a course. The re- 
searcher therefore is usually directed to those situations where 
an opportunity exists to obtain the instructor’s defined need. Usu- 
ally the instructor must rely upon his knowledge of something that 
has happened in order to direct his researcher efficiently. It is 
true he can station this man ina current or ‘‘live’’ situation, but 
there may be much wasted time if the observer is to watch the 
situation unfold before him. Very often the executive deals more 
or less simultaneously with a series of matters of which only one 
is the subject of the researcher’s case. As a result, there isa 
great deal of ‘‘queuing time’’ during which there is no or at best 
little research done. Of course, if the instructor’s objective is 
solely to obtain cases on the executive at work, there is no lost 
time. But so far, cases of this type tend to be limited to courses 
in human and organizational behavior. And let us not forget that 
even though the researcher can by his continued presence over a 
period introduce a time dimension to the case, he inevitably fails 
in a space dimension. This is because the events he is observing 
are being affected by individuals located elsewhere in the com- 
pany’s often geographically far-flung operations. 

As a result of these considerations, we can only properly de- 
scribe cases as attempts to reconstruct an actual business situa- 
tion. These attempts will be relatively good or bad, as we have 
so far seen, depending upon the researcher’s coverage of the indi- 
viduals concerned in the event and the accuracy with which the in- 
dividuals can describe the situation. But only part of the problem 
has yet been mentioned. The researcher must typically reduce his 
material to the written word. This, or course, is a filtering proc- 
ess because what emerges on the page is inevitably colored by the 
researcher. Although it is true that the writer must submit the 
case to his sources for their approval, this tends to correct only 
the gross errors of description. 

Our case, you can see, is emerging not as a literal description 
of a situation but as an edited approximation of it. Is this that 
from which the student and ourselves should generalize? If so, 
what are the generalizations worth? How different these generali- 
zations are from those of the scientist who draws his from the 
controlled experiment. By comparison our generalizations appear 
to be crude things based upon words strung together on a rope of 
good intentions. Yet, despite their limitations, carefully designed, 
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researched, and written cases can come closer to actual reality 
than any yet discovered alternative. 

If you take my remarks to mean that cases are the only way to 
train future or present administrators, I hasten to point out that 
lectures, operational gaming, role playing, the study of techniques 
and procedures, and other methods have great value because they 
can do things cases cannot do. For one example of their value, 
these methods are useful for the exposition of hypotheses and tech- 
niques in their formative stages before they are adaptable for gen- 
eral use. Therefore the only reasonable position to take is that a 
blend depends upon where the emphasis is desired. If the aim of 
knowledge is action, and in the field of administration I believe 
this should be the aim, the primary emphasis must be on individual 
situations, and individual situations are so far best treated by use 
of cases. 

One other question occurs. If we are to use cases for general- 
ization, are we overly emphasizing the present for men who may 
be operating under quite different conditions when they are in their 
administrative prime? This question can be regarded as a prob- 
lem of weighing the risks and gains of different approaches. If we 
elect to emphasize the problems and techniques of the future (this 
is a different matter from researching them), we can be electing 
a high risk venture with a handsome pay-off. For instance, we can 
imagine the gain, but what probability shall we attach to our esti- 
mates of the future? On the other hand, if we elect to emphasize 
the problems and techniques of today (but this does not mean not 
researching tomorrow), our future pay-off may be more conserva- 
tive but our risks are also reduced. Not everyone would choose 
the same alternative, and some would say there is no need to 
choose. We should teach the present and also the future, these in- 
dividuals would say, where we can foresee the latter with reason- 
able (what does this mean?) clarity. 


AN ILLUSTRATION OF THE NEED 
FOR GENERALIZING 


In the fall of 1956, we began a one-term, second-year, elective 
course with the titie “‘Creative Marketing Strategy.’’ By the term 
“‘creative’’ we meant to imply that we were more concerned with 
synthesis than analysis. In our meaning of marketing, we chose to 
include the lateral relationships of marketing to other company 
functions as well as those functions usually contained within the 
marketing organization. In our use of strategy, we meant we were 
concerned with problems reaching into the future which would 
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involve important decisions in setting objectives and composing 
plans. And in addition we thought of strategy as involving the an- 
ticipation of competitors’ moves and the planning of countermoves. 

There are no written cases used in this course; each man 
works on only one company problem for an entire term, and he 
works on this problem as a member of a team. His team members 
are picked by us in order to avoid a man’s choosing his own social 
group for work purposes, If teams believe they need a leader or 
chairman, this is their decision; we look totheir being wise enough 
to distribute leadership functions throughout the team. There is 
no final written examination. Instead a written and oral report are 
made to us and to the executives of the cooperating company. We 
usually have five or six cooperating companies, and one full day is 
required for the discussion of any one company’s problem. There 
are always two or more teams competing on each problem. They 
may tie but usually one team wins. We divide an arbitrary sum of 
money—imaginary, of course—between or among the teams in 
some manner to reflect the different qualities of the jobs done. 
Each team thereupon divides its money among the members in 
some equitable manner. These divisions subsequently reported to 
us become the basis for course grades.® 

We think we are teaching more than marketing with this course 
and, in fact, we are. Students see this “‘more’’ in different ways. 
For instance, the course has been described as one in “‘thinking,’’ 
“‘marketing,’’ ‘‘business policy,’’ ‘‘small group dynamics,”’ “‘hu- 
man relations,’’ ‘‘life,’? and so on. An almost universal opinion is 
that it is a good course to look back on. 

Putting these interesting matters perhaps too abruptly to one 
side, the fact is that because the problems are not presented in 
written form, there is great importance placed upon the student’s 
deciding what he needs to know. In order to do this he must gen- 
eralize from past experience with cases. Next, because the prob- 
lems typically involve future moves by the companies, the student 
must conceptualize solutions rather than criticize past facts. Now 


8. This description itself suggests the use of a number of generalizations. Had 
we in fact chosen not to rely on our generalizations, we would still be testing the 
separate parts of this course. But we did not have the time to do this. What are 
some of the generalizations? 

1. That complex business problems cannot be diagnosed effectively at the 
rate of three problems each week. 

2. That problems calling for synthesis of a variety of business facts re- 
quire extended consideration. 

3. That competition among students is a greater motivation to students 
than competition between students and the instructor. 

4. Etc., etc. 
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there is always an opportunity to generalize and conceptualize in 
analyzing cases, but the need is much greater in this course be~ 
cause of the way it is designed. What has helped the teams great- 
ly, or baffled them and led to frequent frustrations, has been their 
ability or lack of ability to conceptualize problems and their solu- 
tions. Although I am quite sure that students would not be able to 
conceptualize without going through a long preparation of analyzing 
individual cases, nevertheless the analysis of a series of discrete 
cases is not an adequate preparation. Experience must at inter- 
vals be summarized and generalized, and where this is not done, 
a suddenly found need to conceptualize usually produces consider- 
able strain. 

From our experience with this course, we offer the generaliza- 
tion that it is a mistake,in the teaching of cases to continually 
emphasize the discreteness| of each case situation. As has already 
been suggested, generalizing is part of the learning and thinking 
process and an aid in appfoaching new situations. If in our case 
teaching we stress to the ’exclusion of all else a concern for the 
facts in the case before us and drive our students’ natural tenden- 
cy to generalize underground, we will end with people whose ca- 
pacity to look beyond their noses is grossly underdeveloped. 
Where the facts are limited as, for instance, in dealing with future 
courses of action, these individuals will not perform well. Excel- 
lent critics they can be but poor creators. If they are given a sit- 
uation full of facts, they will seize it with zest, pull the facts apart, 
and reassemble all into a new whole. Believe me, this is no mean 
skill, and their analyses will be of considerable value. But what 
do they do when there are no facts? When no one has assembled 
all the data? When there are no data to assemble?® 


A CONCEPTUAL APPROACH TO THE 
STUDY OF MARKETING 
ADMINISTRATION 


I am interested in marketing from the point of view of the ad- 
ministrator in the firm, and this interest determines the direction 
of my conceptualizing. This point of view is not necessarily the 


9. I am reminded in this connection of Walter Weir’s article ‘‘The Elusive 
Element in Scientific Marketing,’’ The Journal of Marketing, Vol. 24, No. 1, July 
1959, pp. 50-53. Although it is a limited view that research can only sift the past 
(limited because a shifting of the past can lead to predictive guides for the future), 
there is much to be said for Weir’s reference to Harlow Shapley’s ‘‘speculative 
meditation.’’ ‘‘Creative insight,’’ ‘‘inspired imagination’’ are needed to deal with 
the future when the research must ‘‘take off’’ from the facts. 
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best one to use for looking at marketing. There are other ap- 
proaches that also have merit. The conceptual scheme which will 
be described involves the interaction of three ‘‘mixes’’: a mar- 
keting mix, an administrative mix, and what might be calleda 
‘‘frustration’’ mix. The concept of a marketing mix is a familiar 
one, although different ‘‘cooks’’ will use different “‘ingredients.’’ 
My marketing mix consists of market research, product (including 
packaging and inventories), distribution channels, advertising and 
sales promotion, personal selling, pricing and discounts, and the 
sum of these, the marketing mix itself. Imagine now for a moment 
that you have drawn a rectangular box turned slightly to one side 
from your angle of vision and front the top to the bottom at the 
near and far ends drawn a number of equidistant vertical lines so 
that each one of these ingredients of the marketing mix is repre- 
sented by the column within two lines. 

Let us assume that there is something called an administrative 
‘“‘mix’’ consisting of the administrator’s functions. As is true in 
the case of the marketing mix, the number and designation of the 
ingredients will vary among individuals. My administrative mix 
is a commonly used one and includes the following administrative 
functions: determining objectives and planning, organizing, moti- 
vating, coordinating, measuring, controlling, and the administra- 
tive mix itself. For some time in our cases within the marketing 
functional areas we have always stressed an analytical procedure 
along such lines as the following: define the problem; determine 
the alternatives; estimate the prospects of gain (monetary and 
nonmonetary); consider the probabilities of success of different 
alternatives; and choose the desired one. The distribution of our 
cases in courses, however, has tended to be controlled by the 
marketing functional areas, such as product and distribution chan- 
nels. The manner in which these cases have been distributed by 
administrative functions within these marketing functional areas 
has been largely, if not entirely, accidental. The recognition of an 
administrative mix dramatizes a limitation to the traditional mar- 
keting functional approach and suggests an obvious way to over- 
come this lack. 

Let us return to the imaginary box. Draw horizontal equidis- 
tant lines on the near and far end of this box so that the horizontal 
bar between each two lines represents one of these administrative 
functions. The two ends of the box look now as if they were divided 
into squares, representing a cross-classification of marketing and 
administrative functions. 

The ‘‘frustration’’ mix consists of these elements: time, 
search, value or utility, probability, communication, persuasion, 
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and the frustration mix itself. Some comment is undoubtedly 
needed concerning this mix. I have chosen ‘‘frustration’’ as the 
descriptive term to reflect the true feelings of the marketing ad- 
ministrator. The particular elements of this mix I would describe 
briefly as follows: Time hardly needs any comment; the concept of 
time, or perhaps you would like to call it timing, pervades all 
marketing and administrative functions. Search, the search of 
consumers for alternatives, and conversely the search of sellers 
for consumers, is a fundamental aspect of marketing. Search, too, 
for alternatives is to be found in all of the administrative func- 
tions. Value, or utility, the weighing of costs and gains, is com- 
mon to functions in both mixes. Probability reflects the fact that 
the marketing administrator is operating in an uncertain world, ?° 
Communication is intended to embrace not only that peculiar to the 
internal workings of a marketing organization spread through 
space and time but also to communication between buyers and 
sellers. Persuasion emphasizes a crucial matter in the exchange 
of any good or service, whether internal to the marketing organi- 
zation or between the marketing organization and buyers. Although 
the distinction between communication and persuasion is at times 
blurred, at other times we recognize an important difference of 
degree. 

Draw now in your mind’s eye equidistant vertical lines from 
top to bottom on both sides of the box so that each one of these 
frustration elements is represented by a vertical bar between two 
lines. As a next step, extend the horizontal lines drawn on each 
end of the box along both sides and the vertical lines on each end 
along the top and bottom of the box. Now as a last step, cut all 
your horizontal and vertical lines through the box. What we finally 
have is a morphological box divided into a number of cells, each 
representing a combination of one of each of the elements included 
in each of the three mixes. I should add that the careful investi- 
gator may find the contents of some cells of greater meaning than 
others, but this is not a weakness in the conceptual approach. The 
point of interest is to obtain a combination of all possible elements 
regardless of the probability of their usefulness. 


10. Decision-making under conditions of uncertainty characterizes the work 
of all business administrators, including marketing executives. Does this mean that 
the universality of this condition leads to a common core of instruction? Not 
necessarily, but it is also possible to see in the distance a concept of instruction in 
decision-making that may transcend the functional fields of business of which 
marketing is one. If this is so, then what is marketing but an area in which a 
universal skill is used? And if this is so, if marketing is to be taught at all, per- 
haps what may be needed is a detailed treatment of definitions, history, and char- 
acteristics of marketing institutions and functions. 
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It has naturally occurred to you that our marketing administra- 
tor has been left with a ‘‘frustration’’ mix. How does he ‘“‘unfrus- 
trate’’ himself? Here we come to a problem for which the answer 
in unclear. Ten years ago we would have said by ‘‘thinking his 
way through.’’ Today we wonder how useful the methods and 
knowledge of mathematics, statistics, and the behaviorial sciences 
will be for this thinking. There is no doubt that there is fashion 
in education as well as in goods. We can be sure that fashion is 
playing a part now in the interest many people have in applying the 
thinking of the exact and behaviorial sciences to administration. 
None of us, however, can afford to take the view that the promised 
contributions from these fields are exaggerated. Opportunities for 
these contributions should be fairly given. Time will provide the 
answer as to whether their tools are too specialized or fragile for 
the tasks for which they are promised. In the meantime it is the 
responsibility of the professional administrator and the teacher to 
see where and how these tools can reduce the scope of the “‘frus- 
tration’? mix. 

To all of us who are teachers of marketing, the adding of this 
new responsibility will bring real challenge. In fact, I believe that 
no other teaching field in the area of business will place greater 
demands upon the teacher than that of marketing. He will need 
skills in the quantitative areas of mathematics and statistics; a 
grasp and awareness of developments in the fields of psychology, 
sociology, and anthropology; an avocational interest in the sciences 
as, for instance, biology, because of its concern with growth or 
evolution; a continuation and a development of an old skill in the 
use of logical method, problem-solving, conceptualizing, and the 
design of experiments. Using these skills and interests, he can 
then apply them to the technology, definitions, institutions, and 
organization of marketing, and to the problems of marketing ad- 
ministrators. 

After a great many teachers and practitioners of marketing 
have made these applications, we may begin to find a useful, as 
distinguished from an interesting, theory of marketing emerging. 
In the immediate future, however, while I do not ruie out the use- 
fulness of attempting over-all approaches, I think we will benefit 
more from more limited attempts. Since I have made this refer- 
ence to theory, I might make a brief reference to marketing as a 
science. Marketing is not and never will be a science unless we 
choose to make of her the entrancing girl she is, a bag of bones 
and a hank of hair. To understand her, we may well choose to use 
the methods of science, yet she will, like her counterpart, woman, 
remain a variable and fascinating creature. I leave it to all of you 
to surmise why marketing’s image is a female one. 
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SUMMARY 


Such terms as principles, generalizations, theories, and their 
synonyms have overlapping meanings. For all of us to try at this 
time to agree on definitions for these terms would not be especial- 
ly fruitful. It is important, however, that each of us now begin to 
give some thought to the gradations of meanings involved. Gen- 
eralizing is important and necessary to thought. Nevertheless the 
problem is to know when to generalize and when to particularize. 
Business cases provide a useful body of material from which gen- 
eralizations can be drawn. Too often cases are viewed, however, 
only as discrete instances and the possibility of generalizing from 
them is overlooked. In approaching the study of marketing ad- 
ministration, it is necessary to cross classify marketing and ad- 
ministrative functions and recognize the existence of problems 
common to both functions. 
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IS THE UNITED STATES BEING 
PRICED OUT OF WORLD 


MARKETS? 


LAURENCE P. DOWD* 
University of Michigan 


R. Chairman, members of the American Marketing Associa- 

tion, and guests: The basic theme of this session on ‘‘For- 
eign Marketing in an Era of Increasing Competition’’ appears to be 
Education in Foreign Marketing. One subject area in which edu-~ 
cation is of paramount importance is the status of American prod- 
ucts in world markets. Much public discussion has been earried 
on without knowledge of the facts or objective analysis; and some 
of the erroneous conclusions drawn emphasizes the need for in- 
tensive foreign marketing education. 

The attention of the American public in the last few years has 
been called, as never before, to the problems of United States in- 
ternational economic relations. Almost daily articles containing 
references to the current deficit in the United States balance of 
payments appear in our newspapers. The decline in exports from 
1957 to 1958 of approximately three billion dollars and a further 
decline in the first six months of 1959 by approximately one 
billion dollars has given rise to much speculation as to causes. 
Our exports of gold, with reserves declining from the high point 
of $22.8 billion in 1955 to the present $19.7 billion, has generated 
numerous corrective recommendations because of fear of the ef- 
fects upon our domestic economy if this trendcontinues. The most 
popular explanation of this deficit and gold flow is that American 
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Administration and Director of the Michigan Business Executives Research Con- 
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University of Hawaii and the Ph.D. degree at the University of Michigan. 
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business is pricing itself out of world markets, and most frequently 
high labor cost is said to be the cause. 

But is the United States really being priced out of world mar- 
kets? Let us take a quick look at some pertinent facts. 

Widely accepted is the belief that already high wage rates in 
the United States are rising more rapidly than in the rest of the 
world. Between 1953—the base year now used for all international 
indices—and March, 1959 United States wage rates rose from 100 
to 125. Yet the indices of all other major countries showed equal 
or greater rises. Only Japan had as small an increase as the 
United States; while the United Kingdom, with 134, Germany 135, 
the Netherlands 142 and France 160, were all substantially high- 
er. 

During the same period the domestic wholesale price index in 
the United States rose from 100to109. The other countries showed 
varying increases with the United Kingdom climbing to 112 and 
France to 125. Only Italy, Belgium and Japan had stable or de- 
clining prices. Generally, the accretion in wholesale prices in the 
United States has been closely paralleled by the general worldwide 
trend. Really significant, however, is that, with the exception of 
the United Kingdom and France, export prices of other countries 
advanced less than those of the United States with Germany, Italy, 
the Netherlands, Belgium, and Japan all maintaining stable or de- 
clining prices. 

In 1953 United States’ exports totaled $15.8 billion and in 1955 
$15.6 billion. In 1956 they jumped to $19.1 billion and to $20.9 
billion in 1957. 1958 saw a sharp decline to $17.9 billion and a 
projection for 1959 on the basis ofthe first three quarters indicated 
$17.3 billion. 

Finally, gold shipments in 1958 amounted to $2.3 and during the 
first half of 1959 another $1.0 billion. In this period the United 
Kingdom gained $1.25 billion, Italy $740 million, the Netherlands, 
$400 million, Belgium $300 million, and Germany and Switzerland 
approximately $200 million each. French holdings have been un- 
reported since 1956, but it is believed that country lost gold. In 
other words the United Kingdom and Italy gained an amount well 
over half the United States’ decrease. 

With these facts in mind let us now return to the basic question. 

A problem immediately arises which is that two prices must be 
considered in foreign selling. They are: the commodity price— 
the amount asked in the producer’s or seller’s currency; and the 
exchange-price—the amount which must be paid in the buyer’s 
currency. On occasion in international marketing the exchange- 
price can be far more important than the commodity price. 

During the 1957-58 period the exchange-price played no 
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significant part, for with the one exception of the French franc, 
foreign currency values remained strong. In fact, were there any 
effects they would have been favorable to American exports be- 
cause the exchange rates of the major purchasers of American 
products, except France, rose slightly. 

If American exports are decreasing because export prices have 
risen relative to foreign prices, what may have been the causes? 
At least five explanations may be suggested. 

As mentioned before, most popularly accepted are high wage 
rates. The perceptive critic of the statistics cited before will 
point out that mere rate of change is insufficient; rather that 
absolute levels must be considered. This is true; the United 
States does have the highest wage level of any country in the 
world. Unfortunately, because of some loose thinking by classical 
economists and because of the manner in which all too frequently 
the principle of comparative advantage is taught, wages sometimes 
are considered to be the only cost of production. Thus, if wages 
are high, costs are believed to be high. But this is not necessarily 
true; for, as any person witha rudimentary knowledge of economics 
knows, basically a high wage level is the result of a high level of 
productivity with possible low unit costs. Moreover, absolute 
levels vary widely in the United States, perhaps nearly as widely 
as they do between the United States and foreign countries. 
Consequently, the only conclusion which can be drawn is that our 
foreign competitors are not newly achieving any substantial labor 
cost advantages since their wages are rising at a faster rate than 
ours. 

To charge all the decline in our exports to high wages is 
simply a ‘‘lazy man’s’’ excuse. As proof, it can be pointed out 
that some of our largest volume exporters are our highest wage 
industries and some of our smallest are our low wage industries. 

High cost raw materials may be an important explanation for 
rising prices. With the various forms of government intervention, 
such as subsidies and parity prices for domestic agricultural raw 
materials important to industry, tariffs and restrictions on such 
imported basic commodities as non-ferrous metals or wool, and 
quotas on imported crude oil, raw materials constantly are be- 
coming more costly to American industry. 

High prices may also result from an insistence on a high return 
on capital or high profits. It is interesting to note that in 1958 
there were numerous instances of foreign producers reducing 
prices on world markets notwithstanding increases in costs, where- 
as, despite the recession and reduced exports, many American 
firms still quoted high export prices to maintain profit margins. 
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A fourth cause of high prices may be taxes. American pro- 
ducers bear a heavy burden of taxes for defense, subsidies, ex- 
panded government services, and foreign aid. A highly useful 
research project would involve an analysis of its increasing 
burden on our exports and a comparative analysis by country and 
commodity of the percent of the export price which goes to taxes. 

Finally, and in some ways the most important influence on 
costs is effective productive organization. The traditional ad- 
vantage of America in efficient plants and management is disap- 
pearing. Our foreign competitiors are building modern plants and 
studying intensively American management methods. To regainour 
advantage many more industries need to engage in extensive 
modernization programs both in plant and management. 

But is our export trend really downward? Comparing 1956 or 
1957 figures with 1958 and 1959 is misleading. In the earlier years 
there were extraordinarily large shipments of cotton to replenish 
stocks in foreign countries following a revision ofthe United States 
export price, wheat to alleviate famine conditions in Asia, and 
petroleum because of the Suez crisis. In 1958 and the early part 
of 1959 there were foreign inventory and investment reductions as 
a consequence of the recession. Actually, about two-thirds of the 
total decline in United States exports in 1958 was attributed to 
seven categories of commodities, including petroleum and petrole- 
um products, raw cotton, wheat, coal and related fuels, iron and 
steel mill products, scrap, and non-ferrous metals and alloys. 
With the exception of steel, price did not play an important role 
in the decline in exports of any of these products. Moreover, 
despite the general decline, many firms and industries reported 
a continued and growing volume of trade. These included machine 
tools, railroad equipment, radio and TV sets, andoffice equipment, 
to name only a few. 

With recovery a substantial revival in export volume has oc- 
curred with third quarter 1959 exports being over ten percent 
greater, seasonally adjusted, than for the first two quarters. Real- 
istically, our long term trend is nearer that for the 1953-1955 
period. 

Firms and industries which have reported continued declines 
include some for which there had been high product demand in the 
post-war period and which had enjoyed an essentially monopolistic 
position in world markets. In some instances they have failed to 
recognize the revival and resurgence of foreign competition with 
increased production available for export, and the development of 
modern management techniques, especially marketing. 

This poses a further fundamental question. As a practical 
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matter how important are prices in making purchasing decisions? 
Of course if there are substantial differences as between two 
sources of supply, price can become dominant. Nevertheless, in 
world as in domestic markets, unless the differential is great 
there may be other more dominant factors. 

Constantly stressed by writers in The Journal of Marketing and 
by speakers at AMA Conferences is the importance of modern 
marketing management for successful selling. Are the principles 
being applied in foreign as in domestic markets? Let us make a 
few comparisons. 

1. Marketing - How many of our companies, which would not 
attempt to penetrate domestic markets without intensive marketing 
research, spend as much of their sales dollar for foreign as they 
do for domestic? From all available sources of information they 
are few. 

2. Product Planning - What companies undertake similar in- 
tensive product planning for foreign markets that they do for do- 
mestic? The “glamour’’ of American products has well-nigh dis- 
appeared. Foreign buyers, like domestic buyers, are now turning 
to products which will satisfy their demands. Not only are our 
foreign competitors planning products to meet this demand in 
foreign markets but they are even invading our American markets. 
Witness the tremendous increase in imports of small foreign 
automobiles and high style home furnishings. Significantly, asa 
consequence of this penetration of our market some American 
producers are even being forced to reevaluate carefully their 
domestic position. 

3. Advertising and Sales Promotion - Why do American com- 
panies not devote as much effort to foreign advertising and sales 
promotion as they believe necessary to develop domestic markets. 
Few American firms undertake any real advertising or sales 
campaigns in foreign markets, and instead of training and sending 
out salesmen to secure orders they commonly wait for foreign 
customers to come to them. It would be an interesting research 
study to compare the budgets and methods ofa typical cross section 
of American firms for domestic and for foreign sales. 

4. Credit - How long would an American company which in- 
sisted on payment terms of cash in advance of shipment when 
their competitors granted liberal credit terms remain in business 
domestically? Yet these are precisely the terms used in selling 
to foreign buyers by insisting on a letter of credit. Those respon- 
sible for credit decisions in American companies must learn 
basic principles of foreign finance and how credit can be extended 
to overseas buyers. 
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5. Currency Price - How many American companies place 
orders with foreign producers when the price quoted and payment 
required is in a foreign currency rather than in United States 
dollars? Yet in our selling in foreign markets we continue to 
insist upon quoting dollar prices to foreign buyers and usually 
require payment to us in dollars. No wonder we are losing 
foreign customers to competitors who are willing to make quotations 
and accept payment from buyers in their own currencies. 

6. Delivery - Would a purchasing agent place an order with a 
supplier who quoted an uncertain delivery date at some distant 
future time when he could secure prompt delivery from a com- 
petitor? Traditionally American suppliers have had the reputation 
of prompt and promised delivery. However, in recent years this 
tradition seems to be disappearing, for constant complaints are 
being made that American suppliers are quoting long delivery 
times and all too frequently not making deliveries when promised. 
At the same time our foreign competitors, with increased output 
available, are quoting prompt delivery and are exerting all possible 
efforts to deliver by the time promised. 

7. Service - Would an American purchasing agent place an 
order for capital equipment with a supplier who maintains his 
stock of repair and replacement parts at the opposite side of the 
United States when he could place an order with a supplier who 
maintains a readily available stock of parts? All too frequently 
the basic policy of American suppliers is to maintain stocks only 
in the United States. When repairs or replacements are needed, 
the parts are sent from the United States with resulting long 
shutdowns in production. Foreign suppliers, especially British, 
German and Japanese, are establishing parts supplies close at 
hand to service their customers quickly. 

All of these aspects of modern marketing management which I 
have mentioned are important and, in fact, may be as preeminent 
over mere price in the purchasing decision of foreign buyers as of 
domestic. I submit that if we are not expanding export markets 
the cause is not that we are pricing ourselves out of those mar- 
kets but rather that we are failing to apply the principles of 
modern management that we have learned are so vital in domestic 
marketing. 

Before concluding this presentation mention should be made 
of the real causes of our deficit in the balance of payments, for we 
do have a current deficit. They are not the decline in exports as 
such, although admittedly the decline has amplified the difficulty. 
Rather the causes are our continuing large military expenditures 
abroad, which are averaging between $2.75 and $3.1 billion annually, 
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and our capital movements both Government and private. Our 
foreign investments in 1956 amounted to $3.6 billion, in 1957 to 
$4.2 billion and in 1958 to $3.9 billion. And I suspect a contributing 
factor is that an increasing percentage of these investment are 
being used to purchase capital equipment from foreign suppliers 
rather than from American sources. If this is true, why are they 
not being placed in the United States? The answer may be that in- 
sufficient sales effort is being devoted by our capital equipment 
suppliers to selling to those firms known to be building plants 
abroad. Another interesting project would be to obtain specific 
data on the place of expenditure of investment funds and the reasons 
therefore. 

Summarizing and concluding these comments, it may be said 
that we are losing our foreign markets if the volume of our export 
sales is compared to the total volume of world trade. However, 
it is not valid to compare 1958 or 1959 with our exceptionally 
large exports of 1957. Abstracting the unusual 1957 sales and the 
1958 recession effects from our export figures a continuing rising 
trend continues. Nevertheless, some American industries are 
losing their markets; but except for a very small number of com- 
panies this loss is not on a price basis, and for even fewer is it on 
a wage cost basis. Rather our lossofmarkets—or more correctly, 
our failure to expand markets—is the consequence of failing to 
apply the principles of modern marketing management, constantly 
stressed by the American Marketing Association, as thoroughly, 
intensively and intelligently to foreign markets as to domestic. 
In part, to accomplish this, much more emphasis and more training 
in foreign marketing is needed in all our marketing courses in this 
era of increasing competition. 

Success in world markets today is a challenge of ideas. When 
principles and ideas are developed and applied as well abroad as 
they are domestically our deficit in the balance of payments will 
disappear rapidly. At that time we may find our foreign competi- 
tors alleging that the United States is pricing foreign products out 
of world markets. 


AMERICAN EDUCATION IN FOREIGN 
MARKETING IS ACHIEVING ITS 
OBJECTIVES: CASE 
HISTORIES 


HAROLD KELLAR* 
City College of New York 


RIOR to World War II, very few colleges offered courses in 

foreign trade. True, large universities located in cosmopolitan 
centers, usually at a seaport, even offered a foreign trade major, 
but this was a negligible part of the entire curriculum. In fact, 
students who wanted these courses had to be self-motivated, and 
seek them out in the catalogue, for very little counseling or publi- 
city had been given to them. American businessmen in the main 
were very much unaware of what was going on in the world about 
them. There was a faint underlying aura of ‘‘traitor’’ for that seg- 
ment of our business population which made up the importing phase. 
Which, incidentally, seems to have had a revival in recent months. 

Today, fourteen years after World War II, the devastated 
continents of Europe, North Africa and Asia have been rehabili- 
tated. Many of these people are enjoying aprosperity never before 
imagined. To help achieve this great metamorphosis, American 
education was not found wanting. 

Majors in international economics and foreign marketing are 
now offered in almost one hundred colleges throughout the United 
States, and suffice it to say there is at least one course in inter- 
national trade or international economics in almost every college 
in our country. The men and women who have studied in our 
undergraduate and graduate colleges and universities have made 
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a tremendous contribution to the world’s well being. Special 
courses, seminars and institutes which have been inaugurated by 
our universities and by private organizations, along with the 
sponsorship of foundations and governments (ours and others) 
have also contributed much. 

The very strength of our program is a means of approach to 
the criticism given to schools of business in recent surveys by 
Gordon and Howell, and by Frank C. Pierson and others. 

Colleges of business have long recognized the need for an in- 
tegrated student. Every school of business which is a member 
of the American Association of Collegiate Schools of Business has 
been accredited on the basis of a well developed core program. 
Notwithstanding this fact, I have no brief to make for all colleges 
of business, but must state my case for the program in Inter- 
national Trade. 

Mr. Pierson, on Page 438 of THE EDUCATION OF AMERICAN 
BUSINESSMEN, published by McGraw-Hill, 1959, under the spon- 
sorship and financial support of the Carnegie Corporation of New 
York, states the following: 


Are separate courses needed for international marketing 
and marketing within foreign lands? A course in foreign 
trade is now quite common, and economics departments 
usually have additional theoretical work in international 
economics. Aside from this, a school is indeed unusual 
if it includes international consideration in the regular 
marketing program. Comparative marketing systems are 
almost completely ignored. The increasing importance of 
international business, and business within foreign lands 
behooves us to incorporate such considerations where- 
ever proper in courses throughout the regular marketing 
curriculum. However, this may not be enough. Such 
integration may be slow and difficult, and in certain as- 
pects, hard to effect. Thus a separate course should 
clearly exclude the detailed how-to-do-it type of thing 
and should require a solid body of analytical and theo- 
retical material. Perhaps present courses in foreign 
trade can be remodeled along such lines. 


Thank you very much, Mr. Pierson, but do you think that we, 
who have been working in foreign trade and international market- 
ing, have been asleep? Where did you get your information? 
Apparently not from such institutions as the University of Penn- 
sylvania, New York University, the Baruch School of City College, 
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San Francisco State College. Where? What is your data? Is 
this a subjective or objective conclusion? In all of Mr. Pierson’s 
book, I have failed to find his criteria for such a suggestion or for 
his conclusion. 

Does he think that our curriculum in International Trade, and 
especially marketing, has not been dynamic? 

Perhaps Mr. Pierson might check on Mr. Gregory Marames, of 
Chemstrand International, who has aided in the establishment of 
overseas activities, or would he like to check with Mr. David 
Chasin of Jamaco Products, who is heading a bureau in Tokyo? 
Both of these men are products of specialization in International 
Trade. Both are from low income families in the New York area, 
who are now making a mark for United States business, foreign 
commerce, and aiding to promote international relations. 

Or, would Mr. Pierson care to check with Mr. Peter Scalcione 
of CARE, who is doing an outstanding job for that organization in 
Panama, and helping the United States to combat some of the 
negative feeling towards our counry. Mr. Scalcione was an im- 
migrant boy (along with his parents) who acquired his training 
during his specialization in International Trade in our present 
curriculum. They are all well rounded, educated people, with 
broad perspectives and specific how-to-do-it knowledge. 

It is necessary to educate all citizens to understand capitalism 
and the meaning of living in freedom. ‘‘Democracy’’ is a word 
used by all. It is not my premise to define democracy, as the 
political scientists have done. Rather, it is my contention that 
students should be educated so that when they take their places in 
international trade, they can explain our position. 

Although there are differences of opinion in the manner of 
carrying out educational objectives for the student in International 
Trade, we have all agreed upon the objective, and that is to pro- 
duce a student with the international mind, who can see the broad 
picture, looking beyond horizons, one of wide perspective; who 
views the world as one marketing area, recognizing differences and 
treating these differences, prejudices and nationalistic feelings as 
part of a pattern to be coped with, and to be looked upon in an adult 
light; who has the tolerance needed by all of us to work within this 
framework for the betterment of all concerned. 

Again, Mr. Pierson, you have thrown down this challenge, 
and so you must be answered. When shall these courses be es- 
tablished? After we have lost our position in world leadership? 
The dollar, perhaps, becoming a soft currency? Other countries 
taking over our markets? When? After Russia beats us in the 
economic cold war of international business? 
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Mr. Pierson, I have news for you. We have long been ahead of 
all your statements. Recently, at a meeting of the Association for 
Education in International Business, I have heard arguments ad- 
vanced pro and con for different approaches to International Busi- 
ness. In fact, there were even remarks made such as the refer- 
ence to a wide variety of courses asa ‘‘cafeteria type of selection.’’ 
Is this sort of argument a ‘‘plug’’ for Mr. Pierson’s thinking? In 
my opinion, it is not. For there are many facets of international 
business in which a student can choose a major. If one checks into 
the opportunities in the field, he will find more than two thousand 
different types of executive in various endeavors. Is this an 
argument against ‘‘know-how’’ courses? No! Emphatically not! 
A good executive must know all his subordinates’ duties, if he is 
to give orders, and see that they are carried out. In the field of 
international trade, with all its restrictions, banking complications, 
transportation problems, and variants in trading, it means that a 
good executive must be familiar with all the many routines. For, 
if there is a slip-up, it may mean thousands of dollars not collected, 
goods not shipped, cargo being confiscated, and a thousand and one 
types of losses. 

On the other hand, arguments were advanced for the kind of 
course that would prepare the student to know the marketing areas 
of different parts of the world, living with the people, establishing 
enterprises and forming international associations. 

Thus, one can see the need for many different courses for the 
student who wishes to succeed in international business. All facets 
must be checked and offered in line with educational objectives. 

Consider the case of Mr. Robert Wolfangel, who is employed by 
American Foreign and Power in Mexico City, as a representative 
of a United States corporation interested in public utilities with a 
need for constant good will of the people. Does this mean he did 
not need a course in Latin American markets, or a familiarity 
with Mexican marketing procedures, since he previously had an 
assignment in Brazil? Should these area courses not even be 
offered on an elective basis, the graduate would later find himself 
unprepared when business problems arise in Latin America. 

Or take the case of Vincent Talarico, who is employed by the 
Caterpillar Corporation in Venezuela; should he have waited to find 
out about marketing in Venezuela until he arrived in the country, 
and thus let the opportunities for promotion slip by until he had 
become familiar with the area? 

I am afraid that our critics of the type of courses in our under- 
graduate and graduate schools of business are more familiar with 
‘*prose’’ than they are with what is needed and with what constitutes 
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higher education. This is a complex world, and the integrated 
personality needs not only the best that education has to give him 
in what has gone on in civilization before, but what life is about 
him today. The doctor who is not acquainted with the latest ‘‘know- 
how’’? may cause the loss of life. This is a crime. The business- 
man who is not acquainted with the latest in all techniques may 
cause the downfall of a modern government. This is also a crime. 
Are we in education to be accessories to these crimes? If we 
subscribe to the thinking of some of our educators in international 
business and education in general we will be just that. 

Take the case of Henry Fried, a graduate of the Baruch School 
of Business and a post-graduate of Columbia University. He has 
combined the best of specialization in Foreign Trade and the broad 
approach of graduate study. Mr. Fried, now employed with the 
International Division of Sylvania, states: ‘‘There is a need to 
provide the broad outlook with the specialized. The profession of 
international trade and international marketing needs constant 
evaluation. While there is a need for the ‘know-how,’ there is also 
the need for the broad management-marketing techniques.’’ 

Thus, Mr. Fried was very successful in establishing a ware- 
house recently in Panama. He not only had to institute the ware- 
house from scratch, but also to teach the necessary know-how to 
all employees who were to run the establishment after he left 
Panama. May I say he was very successful and Sylvania is to be 
congratulated. 

For the past twelve years, records have been kept of almost 
one thousand graduates, students who majored in International 
Trade at the Baruch School of Business and Public Administration. 
These include not only undergraduates from the metropolitan area 
of New York City but also graduate students from all of the fifty 
states and many foreign countries. 

They have been successful in all facets of the field. From 
young fledglings of eager college graduates, they have grown into 
mature citizens, businessmen and women, who are making a large 
contribution to the economic well being of the United States, as 
well as many countries throughout the world. 

What has enabled these people to accomplish what they have 
done? In personal interviews and correspondence with these men 
and women, they have stated that the well balanced program and the 
courses they could choose from the large number offered in inter- 
national trade at a cosmopolitan college, was an important factor 
in their success. 

One can turn to a number of people employed in private enter- 
prise, such as Miss Ada Figueroa, a young Puerto Rican woman, 
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educated at the college, who now heads distribution for Avon Prod- 
ucts in the Caribbean area. Or Mr. Thomas Solitario or Mr. Max 
Schmutter, both products of the streets of ‘‘old New York,’’ now 
doing career work with the State Department. 

The names of our graduates are found among the executive 
lists of most large international firms throughout the world. Also, 
many have gone into business for themselves. Besides, many are 
employed in smaller substantial international firms which are doing 
a fine international business without much fanfare or publicity. 

This does not mean to say that all plaudits are directed at one 
college, rather I can say that this is done by many colleges and 
universities throughout the land. But I would like to emphasize 
that we are doing it in ‘‘our own way.’’ 

My argument is with ‘‘conformity.’’ The various research 
reports put out by reputable scholars are, in my opinion, doing a 
dis-service. If they are doing it with a vested interest in mind, 
this is inexcusable, especially since they are doing it with Founda- 
tion monies. If, on the other hand, the finished product is a result 
of inadequate research, this too is academically inexcusable. 

All colleges and universities have their own objectives to 
achieve, within their broad programs. If we allhad the same ones, 
it would be a sorry stage indeed for the advancement of higher 
education within the United States. 

The universities and colleges in international trade must work 
out programs that are of service to their own student body, the 
community, alumni, and to the betterment of the United States and 
international understanding. 

In closing, it is of interest to note that perhaps we have gone 
too far in educating, shall we say, our undergraduates, since a 
number of them, upon graduation, have gone abroad on business, 
married local girls or boys, and never returned. Could it be that 
we have done too thorough a preparation? 
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FILMS: A VITAL TOOL IN TEACHING 
FOREIGN MARKETING 
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HE use of films in teaching foreign marketing rests upon one 

key hypothesis: that one of our pedagogical objectives is to 
shake the student out of his culturally induced marketing thought 
patterns and induce a flexibility and receptivity suitable to manage- 
ment in foreign environments. The men who are effective over- 
seas in developing sales campaigns, in creating advertising ap- 
proaches, and generally in managing marketing operations are 
those who have the capacities to comprehend the character and 
meaning of their environments and to adjust their thinking and 
acting to the needs of the circumstances. We must assume that 
the degree to which men have these capacities has in large measure 
been determined by their experierce before they reach college. 
Still there is an opportunity at the college level to foster whatever 
potentials in this direction each man may have. 

In doing this films play a vital role. Their purpose can be 
simply stated. They can give students experiences beyond the 
ability of the printed page or the spoken word. The textbook says, 
‘‘The per capita income of India is $60 a year.’’ What impact does 
that have on a student? What does it meanto him? Ifheisa 
typical middle class American who has not visited underdeveloped 
countries, he probably makes an association between this and the 
worst slums he has seen inthe United States. He may intellectually 
understand that there is a significant difference between $60 a year 
and the $100 a year incomes common to the least fortunate in our 
society. But how can one really visualize and comprehend some- 
thing so radically different from one’s own experience? And the 


*John Fayerweather is Associate Professor of International Business at 
Columbia. Prior to this assignment, he was Assistant Professor of Business 
Administration at Harvard University. Mr. Fayerweather has been associated with 
management projects among Mexican, Canadian, and American business execu- 
tives. He holds the M.B.A. and D.C.S, degrees from Harvard. 
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same problem applies to some degree or other in grasping the 
nature of every aspect of foreign markets, the way of life of the 
people, their likes and dislikes, the marketing institutions and so 
on, 

To this difficult situation films bring at least a measure of 
help. They are far from perfect. As I tell my classes, the ideal 
approach would be a fast field trip by jet transport to key markets 
before we settle down to studying. But, at least for the next few 
years, I suspect even our economy won’t support that sort of 
teaching aid. So we welcome films as providing a partial solution 
for the problem. Through them we can give students a visual and, 
to a degree, live picture of the markets of the world. They can 
make a living reality of housing conditions, family life, retail out- 
lets and a host of other facets of markets. And as the student 
grasps the character of each and adds them up in an image of the 
total marketing situation, he moves in the direction of the flexi- 
bility and receptivity of thought which are the basic pedagogical 
aims. 


TYPES OF FILMS 


With a few exceptions, one of which I will discuss at length 
later, we must work today with films which were not designed for 
marketing classes. This is a limitation but in some ways the 
range available provides helpful variations. Some types are 
generally not worth using, notably travalogues which are unrealis- 
tic and elementary school films which are pitched at too low an 
intellectual level. But a number of other types are valuable for 
different purposes. By way of elaborating this point I will note 
quickly the types which I have used in my classes and the way I 
have used them. 

First, there are the ‘‘Day in the Life of’’ type of films. I have 
used two of these to good effect: ‘‘Adobe Village’’ which describes 
a Mexican village and ‘‘Farmers of India’’ which shows an Indian 
family first on the farm andthenona shopping trip to a city. These 
films are useful first because they are anintegrated story covering 
all aspects of one market segment and second, because through a 
continuous story they are able to convey to some extent the emotions 
and personal attitudes of people. Sometimes I have used these 
films just as background for subsequent discussion of cases, for 
example, a case involving sales of razor blades in India. They 
contribute substantially to the reality and interest in the case dis- 
cussions. On several occasions I have used the films as subjects 
for discussion by themselves, posing for the students the questions 
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‘‘What could you sell to these people and how can you do it?’’ 
These discussions have usually gone well, especially when the 
students have done some prior basic reading so they have both the 
visual picture and factual data to back it up. This use of the films 
has the further advantage of giving the students an incentive to be 
extra attentive to the content of the films. 

A second type of film may be called the ‘‘March of Time’’ type 
though the true March of Time films are no longer being made. 
These films give a comprehensive view of the geography and 
economy of a country and usually devote major attention to politi- 
cal events. They lack the intimate view of market conditions so by 
themselves they are not too good. However, since basic economic 
and political conditions are a major aspect of market situations, 
they are worthwhile. For example, the force of political uncertain- 
ty and race antagonism is stated as a significant aspect of some 
foreign markets, yet it is hard for an American to appreciate. A 
film showing the seething masses of struggling and fleeing Moslems 
and Hindus after the Indian-Pakistan partition drives home the 
meaning of this factor in a-never-to-be-forgotten fashion. 

Third, there are films which in varying ways provide sub- 
stantive background on foreign markets. Some of these are very 
specifically applicable to marketing problems. For example, there 
is a film called ‘‘Turkish Harvest’’ which was made by ICA to 
encourage the use of modern farming methods but which in the 
process provides a picture of the introduction of tractor farming 
in a village which fits perfectly with a case I have used on mar- 
keting tractors in Turkey. Others are more generalized such as 
‘‘Land of the Bengal’’ and ‘‘Food for Paris Markets’’ which show 
various aspects of life in Calcutta and in parts of France respec- 
tively. These films may cover a wider range of market conditions 
than the first category and they are more specifically applicable 
to market problems than the second. To have a significant impact, 
however, they must be integrated with cases or exercises which 
give the students an incentive for observation and a reason for 
discussing, evaluating, and using what they have seen. Otherwise 
the variety of brief glimpses of the foreign markets they show will 
have little lasting impact. 

A fourth category is the ‘‘Hollywood production.’’ A substantial 
portion of the feature films about foreign countries show such a 
small portion of life or treat itinsuch a distorted manner that they 
cannot be considered of much value. Others, however, are helpful 
for our purposes. Many, like ‘‘Bhowani Junction’’ are sensational- 
ized but even so they convey in a dramatic and absorbing manner 
a real feel for a significant portion of foreign life. Their value 
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lies in their ability to convey emotions and hold the attention of 
the student in a manner beyond the ability of the usual documentary 
or educational film. It is of course not generally feasible to rent 
these films for classroom use but in a typical term in a major 
city at least one or two will usually be run and students can be 
encouraged to see them. 


AN EXPERIMENT IN FILM PRODUCTION 


As these observations indicate one can find among the films 
produced for other purposes some which are quite useful and 
others which are at least acceptable. In my own experience, how- 
ever, the number of effective ones is very limited. Having become 
very enthusiastic about the values of films for foreign marketing 
courses, I found this situation to be very frustrating and a few 
years ago I began to wonder just how effective films especially 
prepared for this purpose could be, and, since the financial return 
on such ventures was not likely to attract professionals, I also 
wondered whether it would be feasible for non-professionals to 
produce satisfactory films. This curiosity led to an experiment in 
film production during 1957. The experiment has provided con- 
siderable useful evidence which is reported in this paper for the 
information of those who may consider either the production of 
films during trips abroad or their use in classrooms. 

The article describes only the production of one film, Mar- 
keting in Mexico. A second film, Modern Mexico, covering general 
economic, political, and social conditions, was prepared at the 
same time and the essential observations from it are the same as 
for the marketing film. 


CHARACTERISTICS OF THE FILM 


The basic objective of the film is to portray the main elements 
of marketing in Mexico. The emphasis on the ways in which 
Mexican and United States marketing differ. However, the picture 
is complete enough to provide a comprehensive story of Mexican 
marketing and it therefore also shows similarities where they 
exist. This plan seemed preferable to a film showing only the dif- 
ferences because the latter would too easily convey a warped im- 
pression and result in a disjointed series of ‘‘side-shows.”’ 
Judging by subsequent reactions, most mature audiences agree with 
this conclusion. 

The six main sections of the film are listed in Table 1 along 
with opinions about the handling of each provided by ten teachers 
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of foreign marketing who completed questionnaires after seeing the 
film at the December, 1957, Conference of the American Marketing 
Association. To their views I can add an assortment of comments 
given to me informally and my own critical opinions. Each section 
differs from the others as a problem in visual presentation. 

The first section describes in succession the way of life of the 
upper, middle, and lower income groups. On both length and ef- 
fectiveness it was judged quite satisfactory. The section was 
fairly long but I think its effectiveness is due also to the pattern of 


TABLE 1 
OPINIONS OF FOREIGN MARKETING TEACHERS 
(Of the ten men on the panel some did not reply to all of the questions) 
1. Would you have liked any changes in the length of sections and how ef- 


fectively do you think the choice of shots, narrations, etc., told the story 
in each section? 


Length Effectiveness 
More No Change Less Good Fair Poor 

a. Economic Classes 1 8 0 5 3 0 

b. Buying Psychology 5 4 0 3 3 1 

c. Buying Practices 3 5 0 6 1 1 

d. Distribution Channels 7 2 0 5 1 1 

e. Advertising 3 6 0 5 3 0 

f. Marketing Methods 6 2 0 2 3 1 
2. How about the amount of narration? Too much - 0 
All right - 9 


Too little - 1 


3. As a technical matter, how did you react to the length of individual 
scenes? 


Generally all right ---------------- 6 
Frequently felt they were too long - 1 
Frequently felt they were too short - 2 


4, How useful do you think the film would be for classes? 


Very useful ----- 
Quite useful ----- 6 
Mediocre ------- 0 
Not much use---- 0 
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housing, living, recreation, etc., which is repeated for each group 
and thus is more readily absorbed than a succession of completely 
new thoughts. 

The Buying Psychology section was one of the two with which 
only about half the respondents were fully satisfied. In my own 
view it poses the greatest challenge for future productions. It was 
an attempt to describe a few of the aspects of Mexican consumer 
motivations. Some were relatively easy to handle. For example, 
the importance of prices came through well with a man comparing 
prices in a market full of shoe stalls and one of the best scenes 
in the film—a candid shot of a woman and a shopkeeper haggling 
and the latter winning with a happy smirk on his face. 

But other aspects are harder to portray, if only because 
marketers in Mexico have-not really devised effective means to 
play on many emotions. For example, one of the great forces in 
Mexican life is the cult of masculinity, or machoism. It is the 
basis for the sale of bullfight tickets and I illustrated it that way 
but other applications in marketing practice are poorly developed 
in Mexico and the audience reaction I think expresses their un- 
certainty about how this and some other characteristics really fit 
into the marketing picture. By contrast, the nature and relevance 
of the cult of femininity is readily understood from a billboard 
advertising ‘‘Seducion’’ nylon stockings with appropriate illustra- 
tions. 

The Buying Practices section appears to be one of the most 
satisfactory parts of the film. It concentrates on one simple 
theme—the roles of the husband, wife, and maid in making house- 
hold purchases—and it is long enough to tell this story fully. Its 
effectiveness is due in part to its cohesion which approaches that 
of a story; for example, seeing a maid washing laundry with a box 
of detergent beside her and then watching her wheel her cart 
around a supermarket. At the end of the section, I think the view- 
ers have a satisfying feeling of closeness to the people and full 
comprehension of the message which is only partially achieved in 
the previous section. 

The Distribution Channels section is effective because it is a 
simple description of physical facilities (street markets, super- 
markets, etc.). However, it covers a great deal of ground with 
only short stops in each type of outlet. Apparently some of the 
viewers would like to spend more time looking around; for example, 
to see in greater detail how Mexican supermarkets compare with 
those in the United States. 

By comparison the Advertising section is considered more 
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satisfactory because the scenes in it are relatively simple—com- 
mercial shorts in movies, store window displays, TV programs, 
etc. 

The final section is the only one on which my own opinions dif- 
fer sharply from those of the panel. It was planned as a thought 
provoker and in my view the desire for more length is therefore a 
favorable sign. The section opens with a comment on the value of 
developing methods to cut into successively lower income groups 
as a means of broadening markets. A few approaches are sug- 
gested like packaging aspirin in single-tablet envelopes and liberal 
financing, but overall the narrative raises more questions than it 
answers and this was intended so that the audience would leave with 
questions going around in their heads for later thought. The re- 
spondents replying immediately after seeing the film and without 
having any explanation of it were less satisfied than they were with 
those sections which told a relatively complete story. This then 
is an area of discretion for the producer. Both sections B and F 
are provocative and thus educationally useful for some purposes. 
However, they are not generally as satisfactory to viewers as 
those which leave them satisfied that they have seen and under- 
stood a complete message. 

Overall the survey also indicates a desire for greater total 
length. The length was set at 20 minutes which is a generally 
accepted standard for adult films. Some people have suggested 
30 minutes as a better length to cover the subject. In my view, 
however, the length is all right and it is really best that about half 
the people want more and half are satisfied. This question involves 
aspects of audio-visual education which are beyond my field. It 
does seem though that it is better to leave some people eager for 
more than to risk boring others. After observing a number of 
audiences, I have concluded that this total length holds the interest 
of virtually all of the viewers but that much more would satiate 
and confuse many. In producing the film I found it very hard to 
limit the length. I left out a number of shots that I liked or that 
added ‘‘just one more interesting point’’ but this discipline I 
believe was sound, 

Question 2 bore on the gaps in the narration. I was advised by 
some people that the narration should be continuous to hold the 
attention of the viewer. However, I made it with brief pauses after 
each subsection. That is, 15 seconds is devoted to the section on 
display advertising but the narration runs only 12 seconds. This 
was done in large part for technical reasons. The sound track was 
prepared by recording the narration on magnetic tape as the film 
was projected. It is possible to make the narration in pieces and 
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splice them together but my method was to do the full 20 minutes 
at one time. This is the most economical system if it can be done 
without mistakes. If the narration is continuous this method re- 
quires precise timing and is a real strain on both the nerves and 
voice of the narrator. However, with short pauses throughout it is 
possible to draw breath and pick up cues for each section with 
relative ease. (It should be noted, however, that narration is at 
best a difficult job for a non-professional especially if the film 
stops or some noise ruins the tape and the whole process has to 
start all over again as it did five times the day I narrated Mar- 
keting in Mexico. Probably the investment in hiring a professional 
narrator is good economy unless the producer has a special talent 
in that direction.) 

So the gaps in the narration were not initially intended for the 
good of the film. However, as the questionnaire indicates, the 
results were well reviewed and subsequent inquiry indicates that 
they serve a real purpose. My original advice was based on 
audio-visual theory which is largely centered on children whose 
attention wanders easily. The type of person who sees marketing 
films is mature and thoughtful, however, and it appears that he 
appreciates moments of silence when he is free of the comments of 
the narrator and can reflect on something that has caught his own 
eye. All of this is measured in seconds, of course, but apparently 
the difference is of real importance. 

The third question also bears on the interest of the viewers. 
As a rule of thumb, professionals figure on a five-second shot for 
a scene with relatively little action ranging upward to 20 seconds 
for a lively scene. Beyond that they usually switch to another angle, 
a closeup or a distant shot to hold attention. Throughout the film 
I made scenes a little long by this standard and my professional 
friends felt that I had made a mistake. I simply felt that my own 
interest required a given length and followed my instincts. In 
fact, as the returns indicate, others seemed to feel the same way 
and again I attribute this to the character of the audience. These 
are people who are genuinely curious and their eyes rove eagerly 
over every picture, picking out many details rather than being 
quickly satisfied with an overall impression. 

One other specific question has been raised since the question- 
naire. That is whether the pleasantness of the film—guitar music 
at the beginning and end, the colors, etc.—detract from its effec- 
tiveness as an educational device. Many educational films are 
deliberately made rather stark to keep the viewer intellectually 
alert. I can see the danger here as there are moments when one 
may forget, for example, that the point of the pretty girl is that 
she is advertising a product on TV. But there is another more 
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important consideration. To be meaningful, foreign marketing 
conditions must be felt. It is not enough just to know that the rich 
in Mexico live well. The luxury of their life must be absorbed to 
be able to think with full effectiveness about marketing policies 
directed at them. This type of learning requires emotional re- 
actions whether they be pleasure at a lush estate or squirming at 
the poverty of the slums. 

In this intent it would also be highly valuable to include sound 
effects—for example, the blaring of radios in a typical street in 
the slums. A portable tape recorder is a substantial investment 
which I did not care to make for this first experiment. Depending 
on the nature of the country, however, I think it would add greatly 
to the emotional impact of a film. 


PRODUCTION 


The raw stock for the film was shot in Mexico during the late 
winter and spring of 1957. I was undertaking a research project 
there at the time and shooting was confined to weekends and spare 
moments. This system actually had some advantages over the 
continuous production of a professional cameraman. At that 
season the weather in Mexico is generally good but there were 
still enough poor days so that with a continuous schedule either 
time would have been lost or pictures taken under less than de- 
sirable conditions. The spread out schedule avoided this problem 
and also permitted covering events separated by some time—for 
example, phases of the agricultural cycle. 

The time required for the shooting is extremely difficult to 
estimate because many full weekend trips (e.g., to Taxco and 
Acupulco) produced a few feet of film but would have been taken 
for pleasure anyway. The best indication of time would be that 
about 75 per cent of the Saturdays and Sundays during a four- 
month period went into the project (production of both films), and 
there were enough single holidays, evenings, etc., included to 
bring the total up to close to two days per week for the full period. 

Editing was done during the fall of 1957, again on weekends 
and evenings, and required about 100 hours per film. That in- 
cluded time for preparing and recording the narration. 


PLANNING THE FILM 


Substantial effort was devoted to pre-planning the film and 
this effort was amply repaid in savings of time and film. Before 
I arrived in Mexico, the film had been outlined completely. Each 
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point to be covered was listed and integrated in the total plan. The 
type of scene desired to illustrate each point was noted including 
the number of feet that could be devoted to it in the final production, 
the total length having been set at 20 minutes. 

The initial plan was not followed rigidly but it resulted in sub- 
stantial economies in two respects. First, trips would be laid out 
to cover several scenes which might be quite unrelated in the film 
but happened to be in the same geographic area. Second, the 
amount of unused film was kept exceptionally low. In professional 
productions, 90 per cent or more of the raw stock is not used. For 
large-scale operations that is acceptable but when film is the main 
expense, such waste runs the costs up very rapidly. 

By careful planning both of the scenes desired and the length of 
the shots, the unused film for Marketing in Mexico was held to 30 
per cent. That is as low as one should hope to go. It represents 
extra shots of scenes that appeared suddenly and might have fitted 
into the picture, a few inevitable flubs and 10 to 15 per cent overrun 
on the length of each shot to cover splicing and minor variations in 
the plan which appeared wise in the editing stage. If the excess is 
less than 30 per cent it is likely that the quality will suffer ap- 
preciably—opportunities for good shots will have been missed, 
some scenes may be a little too short for audience absorption, and 
so on. 


CAMERA AND FILM 


The film was made with a 16 mm. camera. An alternative 
would have been to use an 8 mm. camera and have the film blown 
up in the final print. This would have reduced the investment sub- 
stantially both for the camera and the raw stock and not have 
added greatly to the final printing costs. The disadvantage lies 
in the loss of quality inthefilm. For a non-professional production 
in which the emphasis is on the quality of the ideas, not the tech- 
nical perfection, this may not be serious, andas many people already 
own 8 mm. cameras, it should be considered. The other quality 
disadvantage is that commercial-grade film is not available in 8 
mm. size. I used regular film and the results are quite accept- 
able. However, commercial film gives somewhat truer color 
tones. Most of the film was processed in Mexico with fully satis- 
factory results. Ironically, the only damaged roll was processed 
in Hollywood. 
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ECONOMIC ASPECTS 


The economic aspects of this project are very difficult to com- 
pute. Even the out-of-pocket costs are confused because two 
films were made and dividing the cost of the raw stock and work 
print among them is impossible. The best I can say, and it is 
probably the most important, is that the two films together have 
so far repaid slightly more than the out-of-pocket costs to date, 
not counting the initial investment in the camera. The marketing 
film has paid more than its share. I see no prospect that the time 
invested will ever show any significant return. Thus from an 
economic point of view, I would describe the project as a paying 
hobby without commercial value. 


A LARGER VIEW 


This experience has been described in an unemotional manner 
which scarcely does justice to it. From beginning to end it was a 
lively adventure and a fascinating educational experience. It pro- 
vided an incentive and excuse for poking into the homes of the rich 
and the poor, into TV studios, and many other places that I might 
otherwise never have visited. And itledmeinto many experiences, 
some quite intriguing. For example, I had great difficulty getting 
permission to take pictures in one store. Eventually, I discovered 
that this was because of fear of blackmail. Under-age boys are 
often hired as sweepers and some people make a practice of 
taking pictures of the boys and then threatening to take them to the 
government unless the stores pay them off. Thus production of the 
film added greatly to the personal values of the stay in Mexico. 
In addition there was a deep satisfaction in the creative experience 
of making a film and watching people learnfrom it and enjoy it. 


CONCLUSIONS 


This experiment provided evidence for conclusions about the 
two questions which initially set it in motion. First, it seems 
abundantly clear from the reception of Marketing in Mexico by 
educators and businessmen that films especially designed for the 
purpose can be valuable in conveying an understanding of foreign 
marketing conditions. Second, it appears quite feasible for non~ 
professionals to produce effective films ofthis sort. Given reason- 
able competence in photography and sufficient interest to expand 
time without financial reward, any teacher or businessman as- 
signed to a foreign post for several weeks could produce a film 
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comparable to Marketing in Mexico. As commercial film pro- 
ducers are not likely to be interested in this field, it is to be hoped 
that non-professionals will undertake production describing mar- 
keting in other countries. 
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THE NEW ROLE OF MARKETING IN 
INTERNATIONAL TRADE 


BARKEV KIBARIAN* 
Northeastern University 


INTRODUCTION 


N this paper, I shall seek to develop two propositions, each of 

which is, I believe, of considerable significance to the United 
States, to the profession of marketing and to the business of inter- 
national commerce. 

First, for rapid economic growth internally and for continued 
world leadership externally, the United States is today more de- 
pendent upon international commerce than ever before. Secondly, 
the real need in the so-called underdeveloped countries or markets 
of the world is for an outbreak of creative marketing effort that 
may ultimately prove to be the most significant and permanent 
contribution of the United States to world economic development. 

We shall now develop these propositions. 

The free enterprise system and the economic leadership of the 
United States are facing one of the greatest challenges in history. 
The revitalized industrial powers of the non-communist countries, 
the new economic advantages resulting from the European and other 
common markets and the evolving Soviet economic offensive are 
real forces challenging both the free enterprise system and the 
economic leadership of the United States. 

The gross national products of the major Western European 
nations and the Soviet Union are increasing at a rate well over 
twice the three per cent rate of the United States. If this trend 
continues, it will be only a matter of time before the United States 
loses its economic leadership. As Leon Keyserling and other 


*Barkev Kibarian is Assistant Director of the Graduate Programs of Business 
Administration at Northeastern University. He has also served on the faculty of 
William and Mary College. Mr. Kibarian has the M.B.A. and Ph.D. degrees from 
New York University. 
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economists have expressed, a decisive factor determining eco- 
nomic leadership is the continued failure of the United States to 
increase its annual GNP rate of growth above the present three per 
cent. 

There is evidence suggesting that the rate of production in- 
crease in the United States economy is suffering because of the 
proportionately increasing effort required to distribute the vari- 
eties and quantities of goods now being produced with further pro- 
duction expansion being controlled to a high degree by the rate of 
per capita consumption increase. Offsetting this evidence, there 
are convincing findings indicating that foreign markets for some 
time to come may grow at a faster rate as compared to domestic 
United States markets and, thus, it is becoming increasingly 
evident that the United States must look to foreign markets to 
expand its GNP at a rate faster than the present three per cent. 

Our record in foreign commerce, however, has been one of 
complacency and, of particular interest to this audience, the 
practice of creative marketing as it is applied domestically is 
woefully absent in our overseas efforts. Inviewof the coming pop- 
ulation explosion implicit in the addition of 1.2 billion persons by 
1970, foreign markets may be a source of revenue as large as the 
domestic market for many industries and firms. This has already 
been illustrated by the growing list of Americanfirms earning over 
fifty per cent of their net income from combined exports and over- 
seas operations. 


IMPORTANCE OF FOREIGN COMMERCE 
TO THE UNITED STATES 


Both with the public and in business circles, there is a lack of 
realization in the United States of the critical importance of foreign 
commerce. While there is no single measure in existence that 
indicates the real importance of foreign commerce to the United 
States, an analysis of foreign commerce will illustrate its present 
and potential value to the United States. 

The United States exports approximately five per cent of its 
GNP.! Since the GNP includes non-exportable goods, such as 
buildings, highways, and power installations, this approach under- 
estimates exports. A more meaningful measure is exports as a per 


1. International Monetary Fund. League of Nations; United Nations, The Con- 
ference Board, as quoted by America and the World, Comparisons and Projections, 
National Industrial Conference Board, 43rd Annual Meeting, May, 1959, p. 5. 
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cent of moveable production, which approximates 10 per cent in 
1958.* Ten per cent could very well be the net profit margin of 
all those industries producing exportable goods. 

The value of exports as measured against exportable goods is 
still an underestimation of the importance of foreign commerce. 
Many American firms produce and distribute goods manufactured in 
overseas plants and have also made licensing arrangements to 
have goods produced and distributed by foreign companies. The 
value of this overseas economic activity is over $33 billion. Thus, 
exports from the United States, goods produced through licensing 
arrangements and the value of production of American branch 
plants, all combined, result in well over $50 billion in foreign com- 
merce.* Fifty billion dollars is now a formidable figure even 
compared to a gross national product of $450 billion or the value 
of only exportable goods. 

As may be expected, the nature of United States exports has 
shifted. In 1840, crude or raw materials made up 68 per cent of 
exports; in 1957 crude materials made up only 16 per cent of total 
exports. * Today United States exports are made up primarily of 
processed goods. To an increasing degree, therefore, our high 
rate of production and consumption, and particularly the meeting 
of defense needs, are all dependent on foreign commerce. 


COMPLACENCY AND COMPETITION 


The main danger sign facing United States’ foreign commerce 
is our persistent complacency at the growing strength of our com- 
petition. 

There is the belief in this country that the domestic market 
is the most important and that we do not need the rest of the world 
for trade anywhere near as much as the world needs American 
commerce. This attitude is evidenced by the lack of systematic 
market studies, serious sales training programs or advertising 
budgets relatively comparable to the American market advertising 
budgets. The dominance of the domestic market has led to an 
American superiority complex regarding productivity technology, 


2. Ibid., p. 6. 

3. Fortune, Vol. 38, November 1 (January, 1958), p. 125, as quoted by Paul V. 
Horn and Henry Gomez, International Trade Principles and Practices. Englewood 
Cliffs, New Jersey: Prentice Hall, Inc., 1958. p. 32. 

4. Ibid., p. 380. 
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managerial and mass distribution know-how. In our concentration 
of effort upon the domestic United States market, world leadership 
is taken for granted. 

Actually, the relative position of the United States regarding 
manufacturing, production, and exports is probably deteriorating. 
To illustrate, the United States has no greater share of the world 
population at present than it had in 1928, or about 6.1 per cent. 
The United States share of world production is approximately 46 
per cent, and the United States has 19 per cent of world exports. 
Not counting the USSR figures because they are not available, 
manufacturing production of the United States as a per cent of 
world production has increased, but slightly, approximately two 
per cent, from 1928 to 1958. Again, ignoring the USSR, exports 
by the United States in 1958 were two per cent above their 1928 
world export level.5 Obviously, the figures are overstated, since 
the USSR figures are not considered, and it is safe to assume the 
USSR has made, and is making at an increasing rate, advances in 
production and exports. 

The United States GNP has been increasing at a rate of ap- 
proximately three per cent, whereas over a dozen nations have 
been increasing their GNP three times this rate. An indicator of 
growth is the proportion of GNP reinvested in the form of fixed 
investment. The United States between 1953 and 1957has averaged 
15.2 per cent. Well over a dozen countries are reinvesting twice 
the amount of the United States in fixed investment and a few 
highly industrialized countries are investing at three times the rate 
of the United States. 

Augmenting the rapidly improved economic status of Western 
European countries is the plan to coordinate economies in these 
same countries. Through the development of the European Common 
Market, Belgium, France, West Germany, Italy, Luxenbourg and 
the Netherlands will gradually eliminate tariffs and other trade 
barriers. These six countries represent a population as large as 
the United States and account for about one-fifth of the total world 
trade. To counter this move seven other nations, headed by Great 
Britain, have created a Free Trade Area for coordinating their 
economies. There is strong evidence that the integration of the 
various economies will further expand production and trade and 
contribute to the economic well-being of European industrial 
powers. These countries have already shown increasing ability to 


5. National Industrial Conference Board. op. cit., p. 5. 
6. Ibid., p. 15. 
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compete successfully with American-made goods in price, quality 
and service in both the domestic and international markets. 

Aside from the European Common Market and the Free Trade 
Area, a third powerful force is emerging with the appearance of 
the Soviet economy on the foreign commerce scene. The USSR 
has great natural resources, heavy basic industries, scientific 
technology and mass production ability. In some capital goods 
fields and in the production of several major raw materials, such 
as oil and aluminum, Russia now competes with the Western 
nations in world markets. The Soviet Union has only recently 
demonstrated objective evidence of superiority in certain areas, 
especially those areas requiring a high degree of precision and 
knowledge, such as rocketry and scientific equipment manufacture. 
This ability to manufacture high-precision machinery and equip- 
ment offers impressive evidence; it is prudent to assume the ability 
of the Soviet Union to produce industrial and consumer goods 
requiring less precision. 

Allen W. Dulles, Director of the Central Intelligence Agency, 
was quoted by the New York Times as saying he accepted a pre- 
diction of eight to nine per cent annual Soviet industrial growth 
and as saying that the gap between the two economies, the United 
States and Russia, would be dangerously narrowed by 1970 unless 
the United States stepped up its efforts.’ Leading economists and 
others appearing before the Senate-House Economic Committee, 
November, 1959 backed, in general, Mr. Dulles’ views. 

It is empirically sound to deduce that the economic challenge 
of the Soviet Union to the United States will be felt first in inter- 
national commerce. In view of the jolting realization of Soviet 
leadership in certain scientific areas, there is every reason to 
expect a corresponding avalanche of goods and services for inter- 
national commerce. The economic offensive of the Soviet Union 
with the resulting disruption of price structure, propaganda and 
superior goods, is yet to come. It must be recognized that pro- 
duction costs are not necessarily a determining factor in Soviet 
exports. For example, an importer in Cambridge, Massachusetts 
started trading with Russia in scientific instruments and apparatus 
for education. The comparative price list was as follows: A 
simple brand rotator made in Russia is offered for $3.00 delivered 
to New York and compares with a United States made product 
costing $30.00. An excellent projector mounted on an optical 
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bench is quoted for $15.00 delivered to New York and is a good 
value here at over $100.00. Ironically, some items blacklisted by 
the State Department for export to the USSR are being offered by 
the Russians for export at lower prices. These examples are not 
exceptions. The importer reported that the prices were not one- 
shot items and that the Russians agreed to sell over an extended 
time period at the same price. They were reported easy to do 
business with, eager to trade, prompt to reply with clear specifi- 
cations and products meeting specifications. They were scrupulous 
in regard to commercial obligations. ® 

The United States as an economic force is still dominant in the 
world but not as dominant as at theend of World War II. In view of 
significant world wide economic changes that are taking place, the 
future economic power of the United States is in question, parti- 
cularly its future role in foreign commerce. 


CONSUMPTION, THE CONTROLLING 
FORCE OF PRODUCTION 


The rate of economic expansion inthe United States is controlled 
to a high degree by the rate of consumption. ® 

Economists say man’s desires are limitless and over the long 
run overproduction is not possible, but is possible over the short 
run, Overproduction can and does take place for specific products 
and time periods. Overproduction over the short run takes place, 
among other reasons, because man’s desires possess inertia and 
change slowly. Until the change does take place, for the time in- 
volved, a practical limit to man’s desires and thus a limit to con- 
sumption and production does result. 

The rate of production increase is suffering inthe United States, 
among other reasons, because of the disproportionately increasing 
effort required to distribute an expanding rate of production. There 
is a faster rate of growth in productivity in manufacturing as 
compared to distribution. Between 1930 and 1950, the fraction of 
the labor force engaged in distributing commodities has increased 
sharply—that is, from one worker in eight to one worker in six, 
while the fraction engaged in producing commodities has declined, 
though not as sharply, from one-half of the labor force to two 
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workers in five. Output per man-hour in distributing commodities 
rose during this same period by about one-fifth, which was much 
less rapid than in production, which rose by two-thirds. !° 

Because distribution is taking a larger share of the labor force 
at the expense of production, it is logical to conclude that any 
further increase in our rate of consumption—under full employment 
conditions—will require proportionately greater quantities of re- 
sources to be applied to distribution where productivity coeffi- 
cients are likely to be lower. Since they will require additional 
distribution effort, therefore, further per capita increases in con- 
sumption will ultimately operate as a drag on production. In other 
words, we have reached a stage of economic development in the 
United States where it is easier to produce more goods than it is 
to sell them. This paradoxical condition has long been true for 
individual business enterprises. It is now of increasing signifi- 
cance to the economy as a whole. 

To achieve true economy in the use of resources, new markets 
requiring comparatively less effort should be sought. Such markets 
resulting in the highest marketing productivity wotld, in fact, 
expand total consumption or sales and would also increase pro- 
duction by expanding the production base. Only through the ex- 
pansion of consumption will the United States expand its GNP ata 
faster rate than three per cent, and there is evidence that the 
consumption needs of foreign markets may grow at a faster rate 
as compared to domestic markets. 


THE INTERNATIONAL MARKET 
POTENTIAL 


The international market does, in fact, show a vast, relatively 
untapped sales potential. As marketing men know, two important 
ingredients for a market are people and purchasing power. To 
appraise the potential foreign market, it is necessary, therefore, 
to project the future population and income. 

Estimates of the world population growth indicate that between 
1955 and 1975, a twenty-year period, the population will increase 
by 50 per cent; in actual number, the population in 1975 will in- 
crease by 1,200,000,000 people. Some countries will increase at a 
faster rate than others, but the distribution of world population by 
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broad geographic areas will remain relatively the same. The 
greatest relative increases in population are expected to take place 
in countries that are considered underdeveloped. For example, 
Mexico and Brazil are expected to show increases of 75 per cent}! 

In area and number, the major trading nations are the highly 
developed industrial countries which occupy but a fraction of the 
earth’s surface and contain but a fraction of the earth’s population. 
For example, western industrial countries account for a total of 
450 million persons; the population of the non-industrialized, non- 
communistic countries of the world consists of 1,200 million 
people. If trade could be stepped up slightly in the underdeveloped 
areas, the effect on the volume of international trade would be 
stupendous. At present, American trade with South Asia, which 
contains one-fourth of the world’s population, is only two per cent 
of America’s total foreign trade. The reason given for lack of 
more trade in the underdeveloped areas is generally lack of 
purchasing power; this is increasing, however, but not as fast as 
in the developed areas.” 

Industrial countries are expected to increase their per capita 
income by 104 per cent in 20 years. The per capita income of 
non-industrial countries will increase 29 per cent. The gap is 
spreading between industrial and non-industrial countries. !3 

The economic gap between the United States and other industrial 
nations is closing. Between 1953 and 1957, the United States in- 
crease in GNP was second from the bottom when compared to 
eight of the leading western industrial powers; also, as we have 
seen, reinvestment of GNP was relatively low compared to other 
countries.'* 

Another measure of relative well-being of nations is consumption 
growth in volume and propensity, although this measure overlooks 
the larger differences that still exist among nations regarding their 
living standards. Among the top ten western industrial powers, the 
increase in real per capita consumption between the period 1953 
to 1957 ranged from 6 to 30 per cent with the United States second 
from the bottom!® Part of this gain in the western nations is due 
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to continued postwar recovery, but part is also due to productivity 
and other improvements which narrow the gap in consumption 
levels between the United States and some other nations of the 
world. 

To summarize, the underdeveloped areas of the world are in- 
creasing their populations relatively faster than the United States, 
but their rate of GNP increase is not as great as that of the United 
States or other industrialized nations. In the majority of industrial 
nations, however, the GNP, per cent of reinvestment of GNP, and 
the rate of consumption are all increasing ata faster rate than that 
of the United States. Although the industrialized nations area 
small proportion of the world population and most trading is done 
among themselves, the reason given for little trade with the 
multitudes is comparatively less purchasing power. A slight in- 
crease in trade with Asia would result in a multiplier effect. 


CREATIVE MARKETING 


As marketing people know so well, people do not seek out the 
opportunity to buy goods and products no matter how desirable 
or advantageous these goods and products or services may be to 
them. Their sense of need and desire must first be aroused. 

Several leading governmental publications and foreign trade 
textbooks suggest that a major index in appraising the attractive- 
ness of a foreign market is the extent of a national market’s par- 
ticipation in world trade. This is indeed a sterile approach; it as- 
sumes static conditions and ignores the opportunity for marketing’s 
creativity. The importance of marketing’s creativity is illustrated 
by announcements from General Electric and other leading cor- 
porations that two-thirds of their present income is from products 
not in existence ten years ago. 

Hardly a product is launched in the United States without ex- 
haustive research regarding the market, consumer, product, pack- 
age, advertising approach, and other phases to assure a profitable 
product introduction. United States companies are the most 
research minded in the world. Yet, when it comes to international 
marketing research, expenditures in the aggregate or per dollar 
of sale are infinitesimal compared to the marketing research 
expenditures lavished upon the United States market. The pro- 
ductivity of marketing research has been verified in the domestic 
market. The same productivity will result and there is, in fact, 
evidence that a higher productivity may result from marketing 
research in international markets. 

An increasing number of American firms, such as Gilette, 
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H. J. Heinz, and Colgate-Palmolive, are reporting in their annual 
statement that over fifty per cent of their profits result from over- 
seas sources and exports. H. J. Heinz and Colgate-Palmolive re- 
ported that 70 per cent of their 1956 net profits was from foreign 
operations. It is not unlikely that many more American firms in 
the near future will actually be international firms and the United 
States merely another market or one other subsidiary operation. 

The old definition of marketing which some economists and 19th 
century industrialists accepted would explain the present maximum 
limit of foreign commerce. The old definition of marketing, ‘“‘the 
performance of business activity which directs the flow of goods 
and services from producer to consumer or user,’’ is inadequate 
and unrealistic. It assumes that marketing ends when goods have 
been produced and are awaiting a market. Amore important weak- 
ness is that is ignores the real beginning of marketing, namely 
the discovering, analyzing and interpreting of demand. Thus, the 
newer definition of marketing starts with the interpretation of both 
latent and active demand in its qualitative and quantitative aspects, 
then continues on to the cultivation of demand, and finally to con- 
cern for the product after the sale and the nature of consumption. 
Continued maintenance of satisfaction for possible repetition of the 
creative cycle or at least a continued desirable product and cor- 
porate image is now considered part of the new marketing concept. 

To understand foreign markets, America must utilize its 
research know how in this direction but must not force the results 
of United States marketing research upon foreign markets. A 
review and committee discussion of statistical facts about a 
foreign market is not enough. Creative marketing requires the 
tools for understanding the dynamics of human behavior of the 
country involved, such as emotion, intuition, imagination, mood, and 
personality structure. Mathematical statistics must be utilized 
fully, motivation research and other well known approaches and 
methods used, but also an approach must be utilized to study not 
only causality, but purpose and pattern of the country under study. 
Peter Drucker refers to it as configuration, The new qualitative, 
purposeful approach to market research is a unifying idea of 
order. The present research methodology emphasizes the study 
of parts, their cause and effect, but overlooks the more important 
idea, which is the concept. The concept is not the result of its 
parts or equal to the sum of its parts. The new approach, then, 
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is to study patterns, forms and configurations in understanding 
the market for the development of an advertising and sales cam- 
paign. The feverish activity in marketing in the domestic market 
must be superimposed on the foreign market but with the added 
innovations and concepts of configuration, linear programming, 
operations research, cybernetics and the behavorial sciences. 

With this definition in mind there is an unprecedented oppor- 
tunity for practitioners and scholars of marketing to experiment 
and practice the application of new marketing concepts to expand 
foreign commerce demand, especially in so-called underdeveloped 
areas. Marketing research in these areas must discover or ob- 
serve specific sales possibilities for the first time. In many of 
these countries, statistical data are unreliable or completely 
lacking, trends are not observable and marketing requirements 
and marketing channels complex and not easily accessible to 
survey. By discovering urgent requirements of an underdeveloped 
country and stimulating demand, we may well find the fastest, 
most efficient way of aiding and developing the economies of under- 
developed countries. Of the many available, one illustration of 
developing underdeveloped countries by the introduction of mar- 
keting concepts and institutions before production facilities is the 
Sears, Roebuck and Company South American success story. 
Sears introduced a modern retail distributive system and after 
establishing a market for products trained and aided local industry 
to produce for the demand established by Sears. Marketing cannot 
create demand or cause sales, but marketing forces can organize 
and influence the nature of consumption and production.” 


CONCLUSION 


In conclusion, the present and future role of foreign commerce 
is critically important to the United States for the maintenance of 
an increasingly high standard of living. The United States share 
of foreign markets is under threat due to complacency and in- 
creasing competition. The United States must increase its GNP 
at a faster rate than it has in the past in order to assume main- 
tenance of world economic leadership. Because the rate of con- 
sumption so greatly affects the rate of production, the United States 
must turn to foreign markets to expand production rapidly because 
of the untapped sales potential open to creative marketing effort. 
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And, finally, creative marketing effort preceding production in 
underdeveloped countries may ultimately prove to be the most 
significant and permanent contribution of the United States to world 
economic development and peace. 

The United States should immediately embark on a crash pro- 
gram to maintain and expand its foreign commerce. First, the 
United States should subsidize and join a joint venture with industry 
to make comprehensive market studies which would be made 
available to all industries. The government should also act asa 
clearing house for industry sponsored and government sponsored 
marketing research. Secondly, those industries and firms not 
exporting should immediately initiate plans for developing foreign 
markets as they have done domestically. Thirdly, those firms and 
industries already in foreign commerce should put the same effort 
and expenditures into developing their foreign markets as they have 
their domestic markets. 

If the present trend continues, it is not unlikely that the United 
States may be relegated to a second place among world powers. 
The maintenance by the United States of its present position as the 
leading economic power depends to a high degree on the new role 
of marketing research, advertising and salesmanship in inter- 
national commerce. 
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MARX, THE SOVIET UNION, AND THE 
FUNCTIONS OF MARKETING 


MARSHALL I. GOLDMAN* 
Wellesley College 


NHE attitude of Karl Marx towards marketing and the middle 

man reflects the social critic’s historic contempt to profit- 
making by non-productive agencies. This uneasiness orginates as 
far back as Aristotle and is reflected in the present day by Gal- 
braith and his The Affluent Society. Why should anyone but the 
manufacturer, the direct producer, be allowed to handle goods and 
profit thereby? While the phenomena of advertising, product dif- 
ferentiation, and installment credit were as yet unimportant in 
Marx’s mid-nineteenth century, such practices typified the par- 
asitic functions that he knew well and referred to—the activities of 
speculators, commission merchants, and money lenders. 

Marx did acknowledge that certain distributive operations were 
a continuation of the productive process and therefore did contribute 
to the general welfare. Transportation, packaging, and some 
categories of storage were permissible in his scheme. However, 
undue transfers of title and activities generally described by the 
word ‘‘merchandising’’ were considered to be unproductive. He 
felt that they led to artificial price increases and in no way con- 
tributed to the real value of the commodities. 

To say the least, it would be a difficult task to justify every 
marketing expenditure. Nonetheless, it is important to maintain a 
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balanced perspective when judging the value of various marketing 
activities. An analysis of the marketing function in the Soviet 
union, where Marx’s ideas are held in such high esteem, offers 
some revealing insights about the intrinsic worth of marketing. 
Since the state controls and operates all channels of distribution, 
we would expect that the excesses and intermediary activities so 
strongly criticized by Marx would have been de-emphasized, if not 
eliminated. The fact that the reverse is true is startling and pro- 
vocative. 


STAGES OF GROWTH 


It is possible to postulate two developmental stages in the 
evolution of marketing. Distribution at the primary stage involves 
the very basic functions of retailing and wholesaling, which seem 
to be indispensable. In the primary stage, the population is largely 
agricultural and the standard of living is low. As the standard of 
living gradually improves, the wholesaling tasks of collection and 
redistribution, and the retailing activity of direct selling are 
further supplemented by more sophisticated and specialized op- 
erations. 

In the secondary stage, the importance and number of middlemen 
rapidly increase. Soon there is the problem of calculating and 
meeting the demand of consumers who suddenly have a chance to 
exercise their choice among several varieties of a given good and 
competing types of goods. The first experiences in dealing with 
fickle Russian consumers explains much about the importance of 
the marketing institutions peculiar to the secondary stage. 


Primary Stage 


The distribution activities necessary in the primary stage were 
the least objectionable to Marx. While he felt that some aspects 
of the wholesaling function were wasteful, he considered retailing 
to be a necessary concomitant of the division of labor in an in- 
dustrialized society. 

By 1931, the Soviet state had completely nationalized all re- 
tailing and wholesaling activities. Initially, the cooperative retail 
trade network was regarded as the highest form of socialist 
organization and therefore stressed. By the mid-1930’s, however, 
the retailing organization had settled into its present mold. Soviet 
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retail trade was apportioned among three trade systems.? Except 
for brief periods, the state store network has held a virtual mo- 
nopoly in the urban areas. Directly administered and operated by 
agencies of the Ministry of Trade, the state store network includes 
restaurant operations as well as food and non-food sales. It also 
encompasses pawnshops, second-hand stores, as well as company 
cafeterias and company stores. As can be seen from Table I, the 
largest share of the country’s sales volume now moves through 
the state stores. 

The one major exception to the urban monopoly of the govern- 
ment store network is the kolkhoz (collective farm) market. While 
its relative importance has declined to somewhat less than six per 
cent of total retail sales, volume in absolute terms has remained 
fairly constant. Actually, the state store monopoly of non-food 
goods sales is not affected by kolkhoz market sales at all, since 
only food is sold in the latter. 

The cooperative store network, in turn, has a monopoly of sales 
in the rural areas. Here again, the existence of rural kolkhoz 
markets prevents the monopoly from being complete. It must be 


TABLE I 


SHARE OF RETAIL TURNOVER OF THE THREE MAIN 
TRADE NETWORKS IN THE SOVIET UNION 


(Expressed as percentages of total retail trade) 


1940 1950 1955 1956 1957 1958 


Government 

(State)Stores 62.7% 63.9% 63.0% 64.6% 65.1% 65.2% 
Cooperative 

Stores 23.0 24.1 28.1 28.3 28.9 29.1 
Kolkhoz 

Markets 14.3 12.0 8.9 tek 6.0 5.7 


Source: Tsentral’noe Statisticheskoe Upravlenie, Narodnoe 
Khoziastvo SSSR v 1958 Godu (The National Econ= 
omy of the Soviet Union in 1958), (Moscow, Gos- 
statizdat, 1959), p. 707. 


2. For a more complete description, see the author’s forthcoming article in 
the Journal of Marketing. 
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pointed out that the use of the word “‘cooperative’’ has little real 
meaning—there is little resemblance to the Rochdale model, and 
apparently no, or minimal, use of the patronage rebate principle. 
In fact, prices in rural areas are generally about seven per cent 
higher than urban prices, irrespective of transportation cost dif- 
ferences. 

In outlining the wholesale network, it will be sufficient to de- 
scribe the administrative and operational superstructure of the 
government store network, i.e., the Ministry of Trade system. 
The procedure for making minor decisions within the administra- 
tive and operational hierarchy of the cooperative networkis similar 
to that used by the Ministry of Trade. Furthermore, major deci- 
sions as to pricing and allocation of supply in the cooperative 
system are made by the Ministry of Trade apparatus. There are 
no wholesaling problems for the kolkhoz markets, they are simply 
administered by a special section of the Ministry of Trade at the 
local level. 

While there have been innumerable reorganizations of whole- 
sale and administrative units, they have always conformed to a basic 
pattern. Control is exercised both vertically and horizontally. At 
the All-Union level most plans and orders are transmitted from 
the All-Union State Planning Organization for Consumer Goods— 
Gosplan (in late 1958, the All-Union Ministry of Trade was abol- 
ished)—to the republic Ministries of Trade and various wholesale 
offices. The Ministry of Trade in each republic in turn supervises 
regional and urban trade administrations which control the ultimate 
retail unit. The republic wholesale offices ship goods and adminis- 
ter decentralized warehouses down to the local urban and retail 
levels. 

Horizontally, the republic Ministries of Trade issue directives 
to the planning agencies and wholesale organizations intheir areas. 
The urban trade administration supervises and directs all offices 
and outlets, both wholesale and retail, located within their geo- 
graphical jurisdiction 

Because of the two-way flow of authority, there is some over- 
lapping of control. Whether control of a commodity is centralized 
at the upper echelons or decentralized depends on the availability 
of the good. Those items that are most important in daily con- 
sumption patterns but which are produced in somewhat limited 
quantities are planned and allocated at the toplevels. Occasionally 
items which are not necessarily basic consumption items are also 
centrally regulated in order to assure them priority attention, but 
generally they are administered by local authorities. 
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Having briefly described the organizational framework of what 
has been called the primary stage we can now discuss the reasons 
for asserting that the functions of retailing and wholesaling are 
essential. Despite innumerable reorganizations, the basic functions 
of direct sales, storage and assembly had to be undertaken. No 
matter which organizations were abolished, the functions of 
retailing and wholesaling could not be eliminated. The work of 
the abolished agencies was inevitably shifted to some other unit. 

One of the most interesting attempts to curtail wholesaling was 
directly provoked by Marxist ideology and its distaste for the 
intermediary. 


In 1930 there was a certain revival of Left Wing 
theories which held that in a planned socialist economy 
a wholesale link between the producing enterprises and 
the retail distribution system is unnecessary and super- 
fluous. This led to the co-operative wholesale depots 
being suspended and the individual consumers’ cooperative 
societies (the main retail oulet of the early 1930’s) 
obtaining their stocks direct from the industrial Sbyty 
(industrial sales offices). But the managers of the rural 
cooperative societies were generally ignorant of which 
manufacturing enterprises were in a position to supply 
their requirements, and in any case it was a greater tax 
on their intelligence to write out orders for goods on 
distant enterprises than to go to their nearest wholesale 
depot and pick out what they wanted on the spot. This 
naturally led to delay in the receipt of goods and the 
accumulation of stocks in the manufacturers’ ware- 
houses. 


It is interesting to note, too, what happens when the functions 
performed by the warehouses were shifted to the transportation 
agencies. Temporary storage and railroad warehouses and broken 
lot ordering were inevitable results. Consequently, most of the 
cost of operating the wholesale agencies was transferred to the 
transportation section. The increased bookkeeping resulting from 
broken lot ordering not only resulted in immeasurably poorer 
service, but it in no way reduced costs. 

There appear to be some situations, therefore, where it is 
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impossible to squeeze out the wholesaling function. If this is at- 
tempted, the wholesaling activity bulges up somewhere else at the 
expense of a serious disruption of service and increased costs at 
another level. This is not to deny that some other wholesaling 
functions are expendable in the primary stage. The result, how- 
ever, is likely to beamorecostly type of operation and a disruption 
of some other economic activity. 

The wholesaling function of selling agricultural products ona 
commission, for example, was virtually forbidden in the Soviet 
Union for twenty-three years. For the most part, this had little 
effect on the state and cooperative networks. They operated easily 
without commission trade because the risk function in effect was 
assumed by the state as soonas the goods were produced. Further- 
more, the incentive to seek added stocks was built into since the 
procurement agencies were under the direct control of the state 
organizations. 

However, the prohibition against commission trade did seriously 
affect procurement of goods produced on the private peasant plots 
and to a considerable extent the operation of the kolkhoz farm 
itself. Historically, the Soviet peasants have devoted their greatest 
attention to the production of goods on their private plots. The 
flourishing of the kolkhoz markets was encouraged in order to 
provide an outlet for these commodities. But since the law forbade 
middlemen to buy peasant produce on a commission or private 
basis, this meant that the peasant had to abandon his farming 
chores. He had to sell the goods himselfin the city. If the peasant 
was located far from any urban area, his goods usually had to be 
sold on local rural markets where they were already in abundance. 
This meant that they would not reach the more important urban 
markets. Because the peasant was forced to assume the additional 
role of salesman travelling to the city, the inevitable result was a 
loss of working time on the farm and a reduced supply of fresh 
goods in the cities. 

Recognizing the waste involved in such a rigid policy, the Soviet 
government in 1953 announced that commission trade would there- 
after be permitted.* The cooperative trade system was authorized 
to solicit agricultural products on a commission basis for an 
advance payment of fifty per cent of the expected sale price. The 
producer would retain title and bear the risk until the ultimate 
sale, and the remainder of the sales price minus commission 
would be paid. 


4, See Marshall I. Goldman, ‘‘Commission Trade and the Kolkhoz Market,’’ 
Soviet Studies, October, 1958, p. 136. 
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Despite the ideological inconsistency of such a system, it 
clearly allowed a more efficient division of labor. The results 
have been a cheaper cost of distribution for a given set of goods 
and an increase in the volume of goods sold. Consequently, even 
where the wholesaling function could be eliminated, it is often 
done at the expense of poorer service andincreased costs. 

Before examining the rather different problems encountered in 
the secondary stage, other innovations undertaken by the Soviet 
Union to improve operating efficiency within the confines of primary 
stage conditions will be surveyed. Although of little or no signifi- 
cance as regards the conflict of ideology and efficiency, the intro- 
duction of self-service, the mail order system, and vending 
machines, is of interest because of the similarity of these measures 
to marketing practices undertaken elsewhere in the West for 
similar purposes of efficiency. 

First introduced in late 1954, self-service in the Soviet Union 
has grown so that by January 1959 in the Great Russian Republic 
alone there were approximately 1,500 stores that used some form 
of self-service.” Self-service is used primarily to sell food. The 
Russians consider it to be one of the most progressive forms of 
trade. As a result of self-service, reports of labor force reduc- 
tions of up to twenty per cent have been recorded. Naturally, not 
all units have reported such savings. There have been complaints 
that actually self-service has meant increased cost per ruble of 
turnover and increased staffs.® For the most part, however, self- 
service has resulted in more efficient operation. 

Since there were no direct ideological blocks to the introduction 
of self-service, why was it not introduced earlier? These reasons 
seem most important: 1.) Until Stalin died, marketing inthe Soviet 
Union was a neglected topic. Little thought was given to it because 
there were more important things to learn and copy from the West 
in the fields of heavy industrial production and technology. Mar- 
keting innovations were hampered, therefore, by lack of interest. 
2.) In addition, the matter of honesty was and is a substantial 
obstacle. While by no means an insignificant factor in the West, 
the Russian consumer in his goods-hungry environment has tradi- 
tionally regarded stealing as an essential part of his daily exist- 
ence. The whole problem of shop-lifting is accentuated by the 
impersonal attitude towards the trade system and a feeling of ‘‘I’’ 
and “they.’’ Even in the United States, when ‘‘they’’ refers to a 


5. Sovetskaia Torgovlia, August, 1959, page 7 
6. Sovetskaia Rossiia, August 1, 1959, page 2. 
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large impersonal organization like the United States Army or even 
the American Telephone & Telegraph Company, there seems to be 
less compunction about stealing or pilfering than when dealing 
with the independent corner merchant. In the Soviet Union, where 
the state owns the whole distribution network, a sense of guilt 
appears to be at a minimum. 

Given the conditions described above, self-service in the 
Soviet Union was bound to run into special problems. For example, 
as late as 1957 in order to check for shoplifting, only a few cus- 
tomers were allowed in a store at one time; the other customers 
were compelled to queue outside. Consequently, there were often 
more salesclerks than customers inside the store. Furthermore, 
the goods on display are not necessarily the goods available to the 
consumer. Last summer, I chose six large oranges in a Russian 
self-service store, only to be told that they were not for sale. The 
oranges to be selected were in the lower bin and although pre- 
packaged in cellophane according to the best Western traditions, 
they were one-half the size of the unwrapped ones, and badly 
bruised. 

The use of vending machines has also been introduced to in- 
crease efficiency. Russians can purchase almost anything from a 
squirt of eau de cologne to beer from these devices. The fact that 
vending machines all utilize one or two glass containers which are 
washed with no more than a cold spray from the machine is not 
unnatural since the sidewalk vendors sell their soda in the same 
fashion. Human vendors are often located not just near the vending 
machines (as in the United States) but directly in front of them. 
Nonetheless, the device has served to increase sales and service 
without increasing costs. 

The state mail order organization is another method of im- 
proving service with a minimum of expense. Instead of opening up 
specialized retail outlets in remote areas, the state is able to 
supply non-food items by mail from regional warehouses. Although 
availability of sufficient supplies of goods used to be a problem, 
it is now possible to order any one of 5,000 articles through the 
mail. The cost would be the same as that prevailing in a retail 
outlet plus transportation. To the consumer living in remote Si- 
beria who would otherwise be unable to buy the goods, this is a 
minor drawback. 

Despite certain complications, the overall effect of self-serv- 
ice, vending machines, and mail order service has been to improve 
service and reduce the costs of performing the basic functions of 
retailing and wholesaling. While there may have been some 
heresies involved indirectly in the use of these progressive 
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methods, there have been no direct ideological obstacles. Marx 
certainly would have been gratified to see the efficiency of the 
middleman increased and his costs of operation reduced asa 
result of these particular improvements. It seems unlikely, how- 
ever, that he would have been quite as pleased at the developments 
to be discussed next. 


The Secondary Stage 


We turn now to a fascinating chapter in Soviet economic history 
—the development of the secondary stage of marketing. As was 
mentioned earlier, the secondary stage is characterized by a 
fundamental change in supply and demand relationships. Instead of 
long queues and perennial shortages, buyers’ markets developed. 
As the standard of living of the consumer improves, it is no longer 
necessary that he spend all of his income on the basic necessities. 
His propensity to save increases. Periodically he is even able to 
afford consumer durables. 

From the distributor’s point of view, it is no longer a question 
of calculating demand for such inelastic items as bread and po- 
tatoes. In order to maintain inventories at their previous low 
levels, it is necessary to estimate where, when, and what the 
consumer will buy. As the selection and variety of goods grow, so 
does the task of calculating and allocating demand for these goods. 

Buyers’ markets are a familiar phenomenon in Western coun- 
tries and so are the problems of over-production and excessive 
inventories. The point of interest here is that over-production is 
not restricted to capitalism only; no matter what the ideological 
differences, as soon as a society reaches a certain state of ‘‘af- 
fluency’’ its consumers find that they have extra discretionary in- 
come at their disposal. With a growing variety of products to 
choose from, they often act with considerable unpredictability. 

While a prerequisite of the secondary stage is the existence of 
a buyers’ market, this is not the only condition. Local buyers’ 
markets may, in fact, exist in the primary stage. For instance, 
due to faulty allocation of goods Irkutsk in Siberia may receive 
a winter shipment of bathing suits, creating a buyers’ market 
there, even though the over-all demand for bathing suits is far 
from satisfied in the Crimea or the rest of the country. For the 
purposes of this paper, secondary stage conditions are said to 
exist when nation-wide supplies of various goods, especially dura- 
bles, begin to exceed demand at the existingprice. The effects can 
be observed even though this may hold only for certain categories 
of goods. To illustrate again, whereas reshipping the goods from 
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Irkutsk may completely settle the bathing suit problem in the 
primary stage, reshipping alone is not the solutionin the secondary 
stage. If the goods are to be sold, other measures must be taken. 

Similarly, it is not enough that the customers have extra in- 
come at their disposal. It is necessary that discretionary income 
exist in a buyer’s market situation. Existence of surplus con- 
sumer income could easily mean that a seller’s market may 
develop. A buyer’s market is therefore a prerequisite to the 
secondary stage since the producer must be under pressure to 
please and attract customers. 

As a result of such conditions, the middleman becomes much 
more important and the scope of his functions grows. To balance 
production and consumption, it is no longer enough that the 
retailer confine his activities to maintaining a shop accessible to 
the consumer; nor is it enough that the other intermediaries store 
and reassemble goods. To cope with a consumer who has become 
quite fickle, new forms of marketing activity are required. It is 
now necessary to ascertain what the consumer wants, convince 
him to buy it, and make it as easy as possible for him to obtain 
it. 

How does all of this relate to the Soviet Union, the land of the 
planned economy and the Seven Year Plan where ‘“‘the nature of 
Soviet trade results in a planned balance between production and 
consumption’’? No one who has ever seen the meager apartment 
of an upper-income or middle-class Russian, or the inside of a 
Soviet department store with its long lines and poorly fashioned 
goods, would even suggest that the Russians have reached the 
advanced phases of the secondary stage of marketing development 
which characterizes marketing in the Western world. Nonetheless, 
there are definite signs that the Russians are now experiencing 
the problems common to the more ‘“‘affluent’’ stage: 

As an indication of the overproduction of certain items, there 
are frequent complaints in the press about excessive inventory 
formation and accumulation of goods.*® For some articles like 
watches, there seems to be a surplus at all price ranges. Watches 
are now in such abundance that nobody buys them from the mail- 
order service any more, even though they were once a major 


7. B. I. Gogol, Editor, Ekonomika Sovetskoi Torgovli (The Economics of 
Soviet Trade) (Moscow, Gospolitizdat, 1958), p. 17. 

8. For examples, see the newspapers, Sovetskaia Torgovlia of March 28, 1957, 
p. 2; August 19, 1959, p. 2; and Sovetskaia Moldavia, February 1, 1958, p. 2. 
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component of mail-order sales volume. Khruschev even gave them 
away in Pittsburgh. For the most part, however, Soviet affluence 
extends only to the more expensive models of such products as 
television sets, radios, bicycles, hunting equipment, and cameras. 

Since only a few upper-income families in the Soviet Union can 
afford, say, a television set costing $1,400 (at the tourist rate of 
exchange of 10 rubles to the dollar) or a $220 camera, once these 
families have made their purchases something must be done to 
widen the market. The solution thus far seems to have been 
something equivalent to a sales promotion campaign. With essen- 
tially all the familiar capitalist trappings, there have been price 
reductions, product differentiation, advertising, installment sales, 
and trade fairs. Although it seems unlikely that Khrushchev ever 
intended that peaceful competition between our two countries be 
extended to this area of economic activity, the growth of similari- 
ties has reached significant proportions. 


Price Reductions 

The easiest way to solve the problem of a buyers’ market is to 
reduce prices. While there were annual price reductions for 
large numbers of goods from 1947 to 1954, these moves were 
principally aimed at providing an improved standard of living. The 
alternative was to allow wage increases. Throughout most of this 
period there were still great shortages of almost all categories 
of goods. 

After 1954, however, the ritual of widespread annual price re- 
ductions ceased. The markdowns made thereafter covered only a 
carefully selected list of goods—significantly, goods in excessive 
supply. For the most part, the same items were selected each 
year. Beginning in August 1956, there were consecutive price re- 
ductions in April 1957, January 1958, and July 1959 of the expensive 
models of television sets, cameras, radios, and watches. 


Advertising 

Another solution is to advertise. While it is impossible to 
compare Soviet advertising with the scale and scope of advertising 
in the United States, the Russians use advertising for much the 
same purpose. For example, when a large shipment of herring 
suddenly arrived, Soviet trade officials were criticized for not 
advertising in order to broaden the market. It was felt that this 
would have prevented the spoilage that eventually resulted.® 


9. Sovetskaia Torgovlia, May 10, 1958, p. 3. 
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Of the secondary stage symptoms inthe Soviet Union, advertising 
is one of the most interesting. In recent years the range of ad- 
vertising activities has grown from newspaper advertisements and 
occasional billboard displays to include radio and television com- 
mercials, window display contests, All Socialist Advertising Con- 
ferences, special courses in advertising technique, and finally the 
creation of official advertising agencies in the republics. Adver- 
tising copy is prepared, display ideas suggested, and outdoor ad- 
vertising coordinated—all for a fee, of course. 

While much of the advertising is still informational in nature, 
more and more of it is becoming competitive. To illustrate: Often 
in the same paper the consumer is urged through advertisements 
to visit GUM and TsUM, Moscow’s two leading department stores, 
because each one insists that it offers ‘‘the best in service.’’ The 
Moscow consumer is further torn between Fish Shop No. 2 and Fish 
Shop No. 10, because both advertise that they offer the freshest 
fish. Competing claims can also be seen now in advertisements 
appearing for different brands of radios and television sets. 

What accounts for this relatively sudden acceleration of adver- 
tising activity? The most obvious answer is the appearance of 
buyers’ market conditions. As I was told last summer by T. Ste- 
paniants, who is the director of Torgreklama, the advertising 
agency of the Russian Republic: 


Because of increased production, the store managers 
now recognize that it is necessary to show the advantages 
of the many new goods that are being offered for sale. The 
store managers themselves were creating their own 
small advertising units to do this work, and we decided 
to coordinate and centralize their activities. 


While Stephaniants acknowledged that there had been some un- 
easiness about accommodating his organization to the Marxist 
tradition, he felt that such attitudes had changed as store directors 
faced up to the problems of selling their merchandise and reducing 
their inventories. 


Product Differentiation 


Where there is advertising there is likely to be product dif- 
ferentiation, but product differentiation has found its way into the 
U.S.S.R. for other reasons as well. One of these is quality main- 
tenance. By differentiating one factory’s products from another, 
the Russian authorities have found that they can take effective 
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administrative action in the event of faulty production since they 
can immediately determine which factory is responsible, Further, 
some of the costs of administration may be reduced as a result 
of the realization by the factory that poor quality will be easily 
discovered. The savings in administrative expense may more than 
offset the wastes connected with production inefficiency and the 
costs of advertising. 

Much the same argument applies in connection with offsetting 
the costs of distribution. Russian marketing officials have sug- 
gested that, within limits, the added expenses resulting from ad- 
vertising and product differentiation make possible somewhat 
larger savings in the operation of a self-service system. If the 
efficiencies of self-service are to be realized, the record shows, 
advertising and product differentiation seem to be essential. 


Installment Credit 

While advertising and product differentiation may play an im- 
portant role in the primary and secondary stages of growth, the 
use of installment credit would appear to be restricted largely 
to the latter stage. Although certain areas inthe Soviet Union have 
been experimenting with consumer credit since 1958, the official 
announcement that it was to be introduced throughout the Soviet 
Union came in August 1959. The wondrous tone of the official 
newspaper announcement is in itself fascinating: 


This department store sells on installment. . .Such 
an advertisement will soon be seen in many city store 
windows. For sale on credit! How magnificent !!° 


With 25 per cent down and 6 months to pay at a 1 per cent to 2 
per cent interest rate, the consumer will be able to buy any cam- 
era costing more than $40, bicycles, motorcycles, watches, tele- 
vision sets, and radios. For the first time young married couples 
will be able to purchase durable goods that otherwise they would 
be unable to afford for several years. What lies behind this 
change? The demand and supply conditions of the limited assort- 
ment of goods to be sold on credit seem to indicate that one of the 
main motives for the revolutionary innovation was to increase the 
sale of certain slow-moving items. The fact that large numbers 
of consumer goods all in short supply were not to be sold on in- 
stallment credit reinforces this theory. 


10. Sovetskaia Rossiia, August 16, 1959, p. 4. 
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Decentralization 


There is yet one other marketing technique used by the Rus- 
sians to cope with the effects of the secondary stage. As the 
customer finds he has the chance to select not just a shirt, but a 
shirt with a particular color, collar style, sleeve, and material, 
the store manager finds that with so many variables it is increas- 
ingly difficult to forecast the demand. Recently intermediary or 
middle-man offices (Posrednicheskie Kontory) have been created 
at the wholesale level to help solve this aspect of the problem. In 
order to recirculate surplus stocks of retail and wholesale trade 
organizations, these middleman offices issue bulletins and de- 
scriptions of stock wants. Moreover, they organize biannual and 
special trade fairs for the traditional purpose of bringing buyers 
and sellers together. 

It is not only surplus stocks that are sold and resold. More and 
more, factory products enter the channels of distribution directly 
through trade fairs. With their ideal of the planned economic 
order, the communists have long scorned the trade fairs of Nizhni 
Novgorod and Kiev that characterized the Czarist era, yet pro- 
motions similar in nature are now being officially sponsored. 
As the variety and assortment of goods have increased, it has 
become more and more difficult to plan their distribution ina 
centralized manner. 

The Russians have apparently decided, therefore, to decentralize 
the consumer goods distribution system. While the abolition of 
the All Union Ministry of Trade is one reflection of this, perhaps 
the most extreme step has been the revival of the decentralized 
allocation mechanism, the trade fair. 


CONC LUSIONS 


What is the significance of all this for the American business- 
man? Many marketing people will draw a sigh of relief, say ‘‘I 
told you so,’’ and mumble to themselves, ‘‘I knew it had to happen, 
otherwise those people just weren’t human.’’ 

Perhaps this is the real explanation of the whole problem. 
Consumers are human, which means they are unpredictable. The 
minute that they are supplied with something more than their basic 
needs and are allowed to exercise a degree of choice, it becomes 
hard to anticipate their action. It is no longer sufficient to predict 
the number of people who will want a size 15 collar and a size 
33 sleeve. It is necessary to plan how many of these people will 
want blue, white, or gray colors with plain, tabbed, or button-down 
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collars, and in cotton, oxford, or nylon cloth—not to mention 
sleeve or style variations. Naturally it is impossible to do this 
on a centralized basis and not make serious mistakes. Even if 
the decision making is decentralized, there will be mistakes which 
then necessitate price reductions, advertising, product differentia- 
tion, and credit. 

This argument in no way reflects on whether or not centralized 
planning can be performed effectively at the heavy industrial goods 
level. Knowing the technological input coefficients in steel pro- 
duction, the planners may be able to predict accurately how much 
coal, iron ore, and limestone will be needed. The problems are not 
quite the same at the consumer goods level, however. 

As for the marketing functions themselves, it seems clear that 
there are certain basic operations which must be performed re- 
gardless of the stage of marketing development. Whether in India 
or in a pure Marxist state, retailing and certain wholesaling 
activities must be performed even in the early years. At the 
secondary stage of marketing development, a whole new range of 
activities becomes important. While it is not to be denied that 
many of these latter activities are frequently too wide in scope 
and wasteful they nonetheless perform an important economical 
function at a certain level of economic development. 

Because of chronic shortages of goods in the past (and, in some 
instances, at present), the Russians have never had to face these 
facts until recent years. Whatever Russian industry produced was 
sold. They could insist that any undue activity by a middleman 
inevitably was a sign of inefficiency and waste in the entire system 
a phenomenon peculiar to capitalism. But the Soviet standard of 
living has been gradually improving. Now that the first faint 
signs of the secondary stage of marketing development have begun 
to appear, the Russian system of consumer goods distribution 
has begun to resemble the Western system more and more. The 
communists are discovering through experience that some of the 
old despised capitalist marketing practices have an economic 
significance after all, especially as it becomes more and more 
difficult to make comprehensive consumption and distribution 
plans. 
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THE DARK CONTINENTS 
OF MARKETING 


REAVIS COX* 
University of Pennsylvania 


INCE we are only three days from the beginning of a new decade, 
it is appropriate that we take a few moments here today to see 
where we stand in the study of marketing. Both a backward and a 
forward look are in order. Only by doing both can we see how far 
we have come since the first rudimentary courses in marketing 
appeared a little more than half a century ago and get some ap- 
preciation of what remains to be done. 

Perhaps the most obvious change over the years has been the 
great increase in the sheer volume of what we know about market- 
ing. Although one can argue plausibly that understanding has not 
kept pace with the accumulation of facts, we do have constantly 
growing masses of material with which to work. This in itself 
constitutes a great change in the circumstances of teachers. Not 
very long ago a teacher of marketing had to select at least some 
of his assignments from readings that were both sparse and thin. 
Today anyone who undertakes to organize a course in marketing or 
to prepare a textbook for such a course no longer has to worry 
much about having too little to keep his students busy. A good deal 
of what he can get may still be thin; but it is no longer sparse. 

And yet, when we turn our eyes forward and try to see what 


*Reavis Cox is the twenty-third President of the American Marketing As- 
sociation. He is also Professor of Marketing at the University of Pennsylvania. 
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omy (with R. S. Vaile and E. T. Grether) and Theory in Marketing (as co-editor 
with Wroe Alderson). He is currently serving as Director of the distribution cost 
Study sponsored by The Twentieth Century Fund. 


235 


I 


236 MARKETING CONCEPTS IN CHANGING TIMES 


lies ahead, we cannot help but feel that for all our effort we have 
penetrated only into the fringes of marketing. Our positionis 
much like that of the Europeans who contemplated Africa a century 
and a half ago. Their forefathers had known about Africa for 
thousands of years. They had long since circumnavigated it and 
so knew its major dimensions. They knew much in detail about 
the Mediterranean countries and the lower sections of the Nile. 
Here and there around the edges of the continent they had estab- 
lished settlements. Through these they had learned enough to 
know that a fascinating world lay just beyond the boundaries of 
their knowledge. But no European had penetrated very far back 
from the sea into the hinterland. So peopie had to be satisfied for 
the time with bits of more or less accurate information whose 
principal effect was to make the great heart of Africa a tantalizing 
but largely unknown dark continent. 

Just so marketing, as we look into it from the vantage points of 
what we know, must appear to us as a whole group of dark conti- 
nents. When you sit in the sessions of a conference such as this 
one we are attending here, you become conscious of achievement, 
to be sure; but you feel chiefly a sense of anticipation. So also as 
you watch articles, pamphlets and books, reports public and pri- 
vate, pour out of the presses, although you learn much you also get 
an exciting sense of discoveries still to be made. 

Most of us, I suspect, feel overwhelmed by the masses of paper 
that flow over our desks day after day—much of it mere junk that 
we can discard immediately, yet some of it important and signifi- 
cant material out of which we try to sort what we must look at 
today, carefully putting aside the rest in the forlorn hope that a 
less harried tomorrow will give us time to go through it. Yet even 
as we feel overwhelmed we know that as students we have barely 
touched the outer edges of our subject. Through the windows of 
what we know, we catch glimpses of dark continents whose exist- 
ence we have only begun to suspect and whose exploration is the 
major task that lies ahead. 

In the few minutes assigned to me here, I should like to bring 
these dark continents into the forefront of your attention. Perhaps 
what I shall say about them will stimulate some of you to explore 
them. In any event, it will serve to fortify the sense of satisfac~ 
tion felt by those of us who long felt, rather than reasoned, that in 
marketing we had stumbled upon a neglected aspect of the economy 
offering enormous opportunities for intellectual endeavor, for re- 
search, for investigation, for teaching, even for improvement of 
skill in the practice of some of its activities. 
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As a first example, consider the history of marketing. We may 
fairly say that this is one of the darkest of the continents of mar- 
keting. I never cease to be astonished at how ignorant we are as 
to when and where and why marketing appeared and how it has de- 
veloped. Even as to recent times we know very little; and our 
ignorance concerning the remote past is profound. Equally aston- 
ishing is the equanimity with which we have continued to remain 
ignorant. No one has cared enough to do much about the situation. 
To be sure, we have a number of more or less official histories of 
particular enterprises—Sears, Wanamaker, Macy, and so on, Also 
a few people have nibbled around at histories of particular kinds 
of marketing agencies—peddlers, chain stores, and such. By and 
large, though, we remain remarkably unconcerned about marketing 
in any epoch other than our own. 

So it is that we lack the knowledge we must have if we are to 
account fully for the rise of marketing in twentieth century Amer- 
ica to great importance—perhaps one can say even to dominance. 
The basic difficulty is that no one has been willing to make a 
scholarly career out of going into dusty records and patiently 
piecing together scattered bits of information so that he can tell 
us how and when and through whose efforts this fantastically com- 
plicated set of activities or institutions we call marketing came 
into existence. 

We know very little about the most elemental kinds of events in 
marketing, even recent events. When someone asks whenor where 
this or that aspect of marketing first appeared, how it developed, 
how it has changed over time, we ordinarily have to plead igno- 
rance, substantial if not complete. Whenever we know, as in a few 
cases, that something happened at a particular time and place, we 
have almost no ability to tell why it happened at that particular 
time, at that particular place, in that particular form. 

Take a classic example. All of us know from the reading we 
have done in general marketing that during the middle years of the 
nineteenth century the retail organization we subsequently came to 
call the department store appeared more or less simultaneously 
in several western countries. We have here a most interesting set 
of problems. If we could answer them we should be in a position 
to understand a great deal more than we do about the economic and 
social forces that have shaped our marketing system. Why did the 
department store come into existence at that particular time? Why 
did it not come into existence a century before? Why did it devel- 
op in these particular countries? Why not throughout the world at 
the same time? 
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If we could really explain why such stores came into existence 
at about the same time in several but not all parts of the world, 
we should be well on our way also toward understanding the life 
histories of the marketing agencies around us. We should have 
clearer and more precise knowledge of the kinds of forces that 
operate to bring new marketing organizations into existence, make 
them flourish or languish as time goes on, and lead them to be- 
come stagnant, in some cases to die. Perhaps from knowledge 
such as this we could derive principles that would help us to per- 
ceive better than we do now how our own contemporary institutions 
are developing and so to do a better job of forecasting what lies 
ahead. 

As another example, consider the chain store. Reams and 
reams of description, analysis, even history of a sort, have been 
written about the chain store. Have you ever seen a really pen- 
etrating attempt to explain what it is that makes chain stores 
suitable to particular times and places but not to others? More 
importantly, has anyone determined why they have come to domi- 
nate large areas of retailing in the middle years of the twentieth 
century but did not do so at other times? 

In at least their simplest form—multiple ownership of retail 
outlets—chains go back a very long time; but our histories of their 
development, if we can dignify what has been written by that term, 
are pitiable. Someone may turn up a reference to an ancient 
Roman who owned a substantial number of shops. Someone else 
adds the haphazard fact that a few centuries ago Japan seems to 
have had at least one large multiunit operation. It is observed that 
under some definitions of the chain store, the Hudson’s Bay Com- 
pany has been operating a chain for nearly three centuries, begin- 
ning with trading posts set uptocollect furs and going on eventually 
to organize its present-day department stores. 

Throw an assortment of such isolated miscellany into a mish- 
mash of anecdotes, opinions and fragmentary statistics, and you 
have the conventional ‘‘history’’ of any aspect of marketing. It 
tells us little as to how, when, by whom and why the character- 
istics other than number of outlets that characterize a chain store 
in any really significant sense of the term were put together. It 
tells us nothing as to why chain stores in this meaningful sense 
did not begin to develop until around World War I, even though 
some of the leading chains of our own day first went into business 
as much as a century ago. Neither has it told us why they have 
failed to take over the whole field of both wholesaling and retailing. 

Until we can answer questions of this sort, we shall not fully 
understand marketing. I do not advocate that we put very much 
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time just now on ancient, remote and abstruse aspects of market- 
ing. We do not need to go very far back into the past or very far 
afield from our own civilization to get histories that will be mean- 
ingful in telling us how marketing got where it is today and, per- 
haps more importantly from a practical point of view, in helping 
us to form some ideas as to where marketing is likely to go in the 
years ahead. So history is one of the most important of the dark 
continents that lie before us awaiting exploration. 


III 


Another quite unexplored area is brought into view by what we 
call conventionally the institutional approach to marketing. You 
will recall that ever since textbooks in marketing first appeared, 
this has been one of the techniques of introducing students to the 
field. The ‘‘institutions’’ about which such books talk are not 
institutions in the sociological sense so much as establishments or 
combinations of establishments into firms. In effect, the author 
walks with our students up and down the streets and roads of the 
country and asks them to look at the places where people seem to 
be engaged in economic activity. When he finds such a place he 
looks at it more closely in order to see how it differs from other 
places of business he also has spotted. On the basis of the dif- 
ferences he observes, he works out classifications. That is, he 
sorts the entities at which he has looked into groups according to 
what they buy or sell (say, goods or services and, within each 
category, different kinds of goods and services), from whom they 
buy and to whom they sell. Whether they act as principals for 
themselves or as agents for others, where they are, how big they 
are, and so on. In the end he fits each establishment more or less 
comfortably into a highly specialized statistical cell. It is a re- 
tailer or wholesaler or broker in some specified kind of business, 
in a particular minor civil division, and so on. 

Thanks chiefly to successive censuses the government has put 
together in some such fashion as this, we have accumulated a 
stupendous mass of numbers about marketing agencies. The 
voluminous reports in which they are imbedded are perhaps the 
most striking change made in the literature of marketing during 
the lifetimes of those of us who go back as much as 30 years in the 
formal study of marketing. Looking back on it now, I sometimes 
wonder how anyone managed to teach marketing at all, when he had 
only the most uncertain of estimates concerning such elementary 
facts as how many business units there were that participated in 
marketing, what they all did, and how large they were. 
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In any event, we have data—multitudes of them. Most of these 
have come, directly or indirectly, out of the Bureau of the Census; 
but other agencies have made important supplements. I note in 
particular the estimates of the business population based upon 
Social Security records. Using these figures, students have found 
it possible to make some interesting analyses of changes over 
time in numbers of firms and their distribution over places and 
industries. 

And yet, for all their wealth of detail, these data are little more 
than the outline of another dark continent. For they raise more 
questions than they answer. Why, for example, are there so many 
business enterprises? Why, in a period which we think of as 
one of consolidation of small firms into bigger ones, has the 
number grown rather than decreased? 

There is nothing more surprising about the business population 
than the persistence with which the totals remain large year after 
year. During World War II the number of business enterprises— 
and especially those in retailing—decreased sharply. It climbed 
right back again when the war ended and soon reached the levels 
it would have attained had pre-war trends carried through without 
a break. There seems to be some sort of relationship between the 
size of the business population and the size of the human popula- 
tion—also between the size of the business population and the size 
of the national gross product measured in stable dollars. Some 
students have thought that our business structure may be ap- 
proaching maturity in the sense that we have about as many enti- 
ties—and especially marketing entities—as we need, no matter how 
much more our population or our economic output grows; but we 
have no clear evidence that this is true. 

The persistence of large numbers is in some ways very 
surprising. Categories within the total have been undergoing 
tremendous changes. It is obvious that we do not have today the 
number of general stores we hadinthe days of the horse and buggy. 
Those that survive in the statistical tables are quite different 
from the ones our gradparents patronized. Until the automobile 
came along, we had no filling stations at all. Then they grew 
rapidly in number. More recently they have fallen off sharply. 
Along with the rise of supermarkets we have had the disappearance 
of many small independent grocers, just as combination food stores 
once drove out specialized fruit and vegetable stands, grocery 
stores, dairy stores, meat markets and delicatessens. We talk of 
the rise of the discount house to challenge the position of department 
and appliance stores, at least some of which have gone out of 
business. All of these changes have to be subsumed in the 
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statistics. Is the overall stability of the business population, then, 
merely a Statistical accident? We do not know. The answer lies 
deep in the dark continent of marketing statistics concerned with 
numbers and types of marketing entities. 

Someone is going to have to make avoyage of exploration to see 
what these masses of figures really mean. He is going to have to 
find out not only what has happened to the business population but 
also why. More fundamentally, he is going to have to deal with 
such questions as: What determines the number, the variety and 
the distrbution by size of the establishments inany economy? More 
specifically, what determines the number of firms that specializes 
in one or another aspect of marketing? How do the numbers vary 
in different economies and why? 

Some years ago a distinguished economist argued that one of 
the characteristics of an advanced industrial economy is the 
relative importance of tertiary industries (which include marketing 
enterprises) as contrasted with primary (i.e., extractive) and 
secondary (i.e., processing) industries. More recently the propo- 
sition has been challenged. On the basis of direct observations in 
underdeveloped economies, some students have begun to argue that 
a conspicuous characteristic of at least some of these economies 
is the large number of petty traders they support and the large 
amount of effort devoted to this sort of marketing. What are the 
facts? How are they to be explained? What light do they throw on 
the situation in our advanced economy? 

Let us come even nearer home. A question thrown at us over 
and over again that we seem to be no closer to answering than we 
were 30 years ago is: Why are there so many small firms in 
retailing? More specifically, why does small-scale retailing persist 
despite the constant turnover as firms appear and disappear? A 
few years ago there was quite a vogue for studies of so-called 
retail mortality. The measures used were crude. You looked 
through successive issues, year after year, of some list of firms, 
commonly a directory of some sort. Names offirms appear in and 
disappear from such a series as time goes on. When a name first 
appeared it meant by definition that a firmhas been “‘born.’’ When 
the name disappeared, the firm was counted as having ‘‘died.”’’ 
So it was possible, if the records extended over enough years, to 
compute birth rates, death rates, typical longevities, and so on. 

We have quit studying mortality in this way, except for oc- 
casional analyses of Social Security records, probably because 
there is little new to be said until we refine our techniques of 
measurement and analysis. But the studies made, for all their 
faults, have left one widespread belief. Most retail firms have 
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short lives. Nevertheless retailing persists as a structure made 
up in considerable part of a large number of small units. It is 
somewhat like the river of the ancient Greek philosopher in which 
no one could bathe twice. The particular river of the moment flows 
downstream, never to return; but it is continually replaced by a 
new one. Thus change and permanence are inextricably mixed. 

We have here one of marketing’s most interesting dark conti- 
nents. Somehow we must find out what the typical life history of 
retailers—large or small—really is. We have almost no specific 
and reliable information on the subject. Even though we have 
pretty well exhausted the vein open to us with the crude tools thus 
far devised, we cannot be satisfied that we know all there is to 
know or all that we need to know. 

Our needs are not limited to retailing. About all agencies of 
marketing we need to know why they are here, why they persist, 
what the typical life history of a firm is, what brings it into 
existence, how long it lives, what kinds of changes it goes through, 
and what are the economic and social consequences of all the things 
that happen to it. 

Exploration of this great continent is not going to be easy. The 
problem is more than one of counting. We have to determine 
precisely what we want to count and measure. Let me give one 
illustration of the kinds of problems we face. Consider the prob- 
lem of location. We have many sets of data purporting to tell us 
where things happen in marketing or attaching census and other 
numbers to particular places. But just where does a firm doits re- 
tailing? Look at a complicated example. Where does Sears, Roe- 
buck and Company do its business? Obviously it has a diffuse and 
very scattered location. Is its mail-order operationto be located 
for purposes of counting at national headquarters in Chicago; at the 
mail-order ‘‘stores’’ in Chicago, Philadelphia, Atlanta, Seattle, and 
so on; in the homes of the consumers who order goods by telephone 
or mail; in the shipping or receiving post office; or in the factories 
that ship directly from their plants or warehouses to Sears cus- 
tomers? Clearly some part of the marketing operation is in each 
of these places. How then are we to allocate data on sales or 
prices or physical movement to specific places as an aspect of 
devising and testing theories of location? 

Great though these difficulties may be, they are by no means 
the most important ones that impede effective exploration of the 
dark continent I have referred to as the institutions of marketing. 
For a long time we have been trying to draw a clear picture of 
the ways in which agencies, enterprises and establishments or- 
ganize themselves into what we commonly call channels of 
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distribution. If there is anything in marketing that we know almost 
nothing meaningful about, it is channels of distribution. Here we 
have not even solved our basic conceptual difficulties. Only after 
we have dealt with these, can we undertake to draw up a statistical 
picture of the ways in which the multitude of firms that we know 
exist organize themselves into combinations and sequences that 
somehow get the complicated task of marketing done. 


IV 


Let me call the third dark continent to which I should like to 
direct your attention the concept of marketing. We teachers have 
used the term ‘‘marketing’’ to denominate our discipline for a good 
many years. Apparently the word is considerably older than the 
discipline, although I have not had an opportunity to look into its 
etymology. In any event, I wish we could identify whoever it was 
that first applied it to our field of study. I do not know whether he 
was a business man, an academic man, or neither; but whoever he 
was he did us a great service by suggesting that we are concerned 
with something much larger than the narrow range of activities 
denominated by ‘“‘selling’’ and quite different from the broad range 
of activities that carry out the allocation of the national income 
among land, capital and labor denominated ‘‘distribution’’ by 
economists. The word was taken over promptly by academic peo- 
ple. We have had departments of marketing, professors of 
marketing and textbooks on marketing for many decades. It is 
therefore interesting that in business itself only within the last 
decade or so has marketing begun to emerge as a generally per- 
ceived area or function of management. Its use as a title to 
designate an executive officer is even more recent, except for the 
director of marketing research. 

Perhaps this dark continent is not so much an area of our 
discipline or an aspect of business management as a problem in 
definition. We need to understand more precisely than we have 
in the past what it is that we are trying to study as academic 
people or to control as business executives. ‘‘Marketing’’ is a 
term of many meanings. One of our basic problems is to get the 
various meanings sorted out clearly so that we can talk to each 
other with more understanding and less confusion than characterize 
our discussions now. 

Unless you have had occasion to make a systematic search for 
definitions of ‘‘marketing,’’ as I did not long ago, you may not 
fully appreciate how many different kinds of types of definition 
there are. Some of these we derive basically from concepts used 
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in studying the behavior of thefirm. Thiskind of definition accords 
very well with the predilections of the businessman because we 
say in substance that marketing is what individual firms do in 
order to get rid of their product, or to sell their product, or to 
move their product into consumption. 

This is the central substance of a definition we have all used 
for many years. Marketing, it says, is the performance of business 
activities that direct the flow of goods and services from producer 
to consumer or user. To some people this is the official definition 
of the American Marketing Association, since it is the one pre- 
ferred by our Committee on Definitions. 

The somewhat fuzzy idea behind this definition seems to be that 
you can go into many (but not all) business enterprises and observe 
goods and services ‘‘flowing’’ through each of them in some sense 
not too specifically visualized. You can also draw sharp lines 
dividing the ‘‘flow’’ into segments. Throughout the first major 
segment, the goods and services are being ‘‘produced’’; thereafter 
they are being ‘‘marketing.’’ Continuing their flow through ‘‘mar- 
keting,’’ which may or may not take them outside the producing 
enterprise, the goods and services come to another sharply defined 
line. As they pass over this line, they stop being ‘‘marketed’’ and 
start being ‘‘consumed.’’ ‘‘Marketing’’ thus extends from the 
ending of ‘‘production’’ to the beginning of ‘‘consumption.’’ Some 
goods may go through this sequence more than once, as they go 
through successive stages of processing, although some students 
prefer to speak of secondary processors as ‘‘using’’ rather than 
‘‘consuming’’ the materials and components they buy from others. 

What happens after ultimate ‘‘consumption’’ gets under way can 
best be described as one of the great dark continents of economics 
or sociology rather than of marketing; but perhaps it is a continent 
whose exploration can well be undertaken by students of marketing. 
However that may be, we have here the sort of thinking that visual- 
izes marketing as moving goods and services from production into 
use. All firms, it may be noted, if they do any ‘‘production’’ also 
do some ‘‘marketing,’’ however rudimentary it may be. In con- 
trast, it is quite possible for a firm to market wares produced by 
others without doing any production itself. 

This sort of definition fits pretty well into the ways in which 
enterprises have traditionally organized their operations. It has 
been generally feasible to separate out those firms who do little 
or no ‘‘production.’’ Within firms that do ‘‘production’’ it has been 
feasible to separate out employees who ‘‘produce’’ from those who 
‘‘market,’’ although many staff members (as in accounting, finance 
and law) do not settle easily into either category. So this kind of 
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definition has some merit for courses designed to fit students for 
jobs in the marketing divisions of business firms. 

Another category of definitions derives from what we have al- 
ready denominated the institutional approach to marketing. It 
seems to have been shaped largely by the exigencies of statistical 
research and especially of counting. Whatthe Bureau of the Census 
does is to make an actual count of the sort we have already seen 
our textbook writer and his students doing hypothetically. It 
emphasizes physical entities that can be seen by enumerators who 
are sent out to count them. The countable entity it uses is what 
we have already referred to as the ‘“‘establishment,’’ which turns 
out in fact to be very hard to define. By the time the count ends, 
the enumerators in any census of distribution will have found 
several million establishments. Somebody looks at each one and 
tries to determine what the main thing it doesis. This is how it 
falls at last into one statistical cell. 

The census procedure eventuates in the compilation of tables 
set up largely in terms of retailing and wholesaling, on the side of 
marketing, and manufacturing, mining, and so on, on the side of 
nonmarketing. Unfortunately, we all know that many of the indivi- 
dual establishments classified as falling outside of marketing, and 
especially those classified as manufacturing, engage in expensive 
activities that everyone considers to be marketing—advertising, 
personal selling, and so on, Definitions of this type make statis- 
tical analyses feasible, but only at the cost of introducing a good 
deal of confusion and uncertainty as to what the analyses mean. 

A third kind of definition has some theoretical merit but tends 
to reduce the pragmatic feasibility and utility of quantitative re- 
search. Definitions of this third type are derived from institutional 
economics or, perhaps more remotely, from sociology. They 
again follow an ‘‘institutional’’ approach into marketing, but use 
the term in a broader sense than before. The underlying idea is 
that marketing is a kind of social institution, an organized set of 
behavior patterns, or something of this sort. For example, we 
may think of it as a coordinating mechanism, a set of activities 
that, taken all together, tie millions of people into a single economy 
—as something that makes a whole out ofa multitude of various and 
discrete parts. 

Disturbed by the size of the area to which we lay claim in this 
sort of definition, we may hedge a little and say that we do not 
really mean by ‘‘marketing’’ all the social devices that can be 
used to coordinate the specialized activities of a lot of people. 
We mean only those kinds of coordination that are controlled 
through buying and selling in open markets. Yet, somehow, we 
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remain dissatisfied with the qualifications. We do not really be- 
lieve that marketing simply disappears in a highly industrialized 
economy that organizes itself, say, on a totalitarian plan and ties 
specialists together through a system of exchange relying upon 
rationing and administrative allocations rather than upon free mar- 
kets. There must always be a system of exchange, and this must 
be considered at the very least a kind of substitute for or analogue 
to marketing. 

Which, if any, of these refinements in the definition of marketing 
we shall find it expe§dient to accept and which to reject need not 
concern us at length. What I have said serves to make the point 
with which I am most particularly concerned here. The idea to 
be emphasized is that what we have put under this world ‘‘mar- 
keting’’ is a very rich concept indeed. I also wish to emphasize 
the thought that we must sort out more effectively than we have 
done thus far the wealth of ideas the term covers if we are going 
to deal effectively with marketing as a set of problems for either 
those who study and teach it or those who practice it. 

Parenthetically, may I say something for the benefit of any 
members of the Committee on Definitions who may be present? 
What that Committee has tried to do in the past is to agree upon 
a standardized or preferred definition for each word it considers. 
Perhaps insofar as ‘“‘marketing’’ is concerned, the Committee 
should consider reversing itself. The objective of standardization 
in definition is a very worthy one. We cannot talk to one another 
unless we know what the words we use mean. And yet, somehow, 
in trying to impose standardization where none exists, we have 
lost some real values. It might be well for the Committee to take 
diversity rather than standardization as its objective. Insofar as 
concerns the word ‘‘marketing’’ in particular, a useful service 
would be performed by listing all the different meanings that can 
be disentangled from the literature and explaining their implica- 
tions. 


V 


Our need for care in defining is made apparent by yet another 
important fact. This is that some of the problems we discuss in 
marketing appear or disappear according to how we define our 
terms. For example, from time to time people have debated vig- 
orously as to whether a science of marketing is possible. Some 
say yes; others say no. Much ofthedisagreement would disappear, 
I believe, if we made ourselves realize that both answers are 
correct. Each side can support its position because when it talks 
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about ‘‘marketing’’ it has in mind something different from what 
its opponents have in mind. For practical purposes the debaters 
are not talking to each other at all; they simply are engaging ina 
noisy form of noncommunication, 

Those who say a science of marketing is not possible usually 
seem to be thinking of what the sales manager or the vice-president 
in charge of marketing does inhis day-to-day work. They visualize 
themselves as sitting in the chair of such an executive, seeing as 
he does the problems that come before him, evaluating the alter- 
natives he sees open to him, and struggling against the many un- 
certainties that impede his efforts to arrive at the solution that 
will serve him best. A good case can be made for the argument 
that the work of such a man must always contain large elements of 
‘“art,’’? although it may not always be easy to explain precisely 
what this term means. The time seems to be far off, if it ever is 
to come at all, when he will have knowledge so complete and for- 
mulas so precise that he can turn the task of finding satisfactory 
answers to his problems over to a group of computers, human or 
electronic, while he goes out for a three-hour lunch. 

On the other hand, if we consider marketing from the point of 
view of an onlooker, an investigator standing on the sidelines who 
has no responsibility for making anything work, we may find the 
outlook for reducing marketing to a science quite bright. Here we 
are not concerned with control. What we seek is understanding or, 
at the very least, reasonably precise description. We want, for 
example, to see whether we can compute stable correlations be- 
tween variables in what we observe about us. Hopefully we look 
for ways of converting our relatively inexact knowledge into precise 
mathematical formulas. Our objective is to be able to forecast, 
either in the sense of telling what the future course of events is 
likely to be or in the sense of telling what we are likely to find in 
a new area.. Any ability to do this sort of thing would be helpful to 
a manager; but it would not reduce his function to the analysis of 
numbers. He would still have plenty of room for the exercise of 
his ‘‘art’’ in choosing what he wants to achieve and moving toward 
his selected goals. 

The science of marketing that seems possible may or may not 
turn out to be a very exact one; but it will be useful. It will be 
based upon the assumptions that, for at least some elements of 
human behavior, you can predict for large numbers what you can- 
not predict for individuals and that predictions for large popula- 
tions can be accurate enough to have utility. 

So much for problems that disappear or become unimportant 
if you define your terms carefully. Other important problems 
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appear only when you have the right definitions. Consider, for 
example, a question that is becoming increasingly fashionable 
nowadays. How does marketing in the United States differ from 
marketing in other countries? More specifically, how does mar- 
keting in the United States differ from marketing in Russia or in 
underdeveloped economies? If you ask your question this way, 
you obviously are assuming that marketing exists inall economies; 
but this is true only if you define marketing in particular ways. 
Thus you may compare marketing in the United States and mar- 
keting in Russia if you define marketing as an organized system 
of offsets by exchange for the effects of economic specialization. 
Russia obviously has a high degree of economic specialization and 
must have some system of exchange that performs the functions 
performed by marketing in the United States. If, on the other hand, 
you define marketing as a particular way of doing this job—say, 
the method of working through controls exercised by free and open 
markets—the possibility of making any meaningful comparison of 
marketing in the two economies becomes doubtful. 

Yet another result is achieved if one thinks of marketing in 
terms of narrow institutions of marketing and their work. The 
easiest but most superficial way to compare marketing in two 
countries is to look at establishments. We can, for example, 
emphasize the contrast between the heavy part played in this 
country by chain stores, mail-order houses, supermarkets, and 
such, and that played by the ‘‘penny mammy traders’’ in Nigeria.! 
Or we can take a look to see whether the counterparts of advertising 
agencies, or drop shippers, or wagon jobbers, exist in such 
countries. Making such comparisons, we can easily conclude that 
we are very advanced and others very backward in marketing. 

Although we may look at the institutions, what we really need 
to ask ourselves in surveying a foreign country is such questions 
as: Is marketing needed in these societies? If it is not needed, 
why and how have they been able to organize their economic effort 
without marketing? Alternatively, if every complex economy must 
have marketing in some form, what differences between countries 
can we observe in the forms taken by marketing, in the relative 
importance of marketing as among types of economic activity, 
and in the procedures of marketing? 

An example of the sort of study needed is Goldman’s report on 
marketing in Russia in the current issue of the Harvard Business 
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Review.? Goldman describes some things he observed about 
marketing during a brief trip to Russia. He sees the beginning of 
activities and institutions resembling what we have in American 
marketing despite the great differences in social and economic 
philosophy. Something very much like advertising, sales pro- 
motion and product differentiation seems to be appearing as 
state-owned enterprises begin to compete with each other for 
customers. All this is still quite rudimentary by our standards. 
The evidence available to us in studies such as Goldman’s is still 
too fragmentary to permit reliable judgments as to the signifi- 
cance of what is happening. 

One thing is certain. We are not really going to understand our 
own society or that of the Russians until we get our concept of 
marketing worked out in a way so meaningful that a delegation 
sent over to look at marketing in Russia will know precisely and 
in detail what it is looking for as it tries to compare what it sees 
there with what it sees here. 

Even if we confine ourselves to looking at what is happening 
to the institutions of marketing in our own country, we shall find 
it necessary to work out more precise and relevant concepts than 
we now have. A few weeks ago I had the privilege of participating 
in a seminar concerned with the current status of commodity 
exchanges. Their current status is very bad. Recently, for the 
first time in its long history, the New Orleans Cotton Exchange 
went through a trading day on which not a single transaction in 
futures took place. That is, not a single person used its facilities 
to make a purchase or sale of a future contract. The example is 
extreme; but it serves to point up what is happening. There is no 
question that trading on such exchanges has fallen to levels below 
what is required to permit them to operate effectively. The only 
exceptions are the relatively small exchanges that trade in im- 
ported commodities dominated by fairly free world markets. 

Why has this happened? What are its effects likely to be? We 
are very badly equipped to answer these questions because com~ 
modity exchanges are little understood even by students of mar- 
keting, let alone by economists in general. We have done a very 
poor job of discovering and describing what the functions of these 
exchanges were in the marketing of agricultural commodities during 
the period from, say, 1875 to 1930, when they were active and 
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flourishing. We have repeated certain cliches, such as that the 
essential function of exchanges is to maintain facilities for hedging; 
but we have not really tested the truth of these statements and we 
have understood even hedging very badly. Whathasbeen said about 
it in textbooks has been so bad that teachers and students alike 
typically end the discussion more confused than enlightened. When 
the assignment has been completed, everybody breathes a sigh of 
relief and passes on to more congenial subjects. 

Somehow we have not got around to doing the job of formulating 
a clear and explicit statement of what it is that exchanges really 
do. To do this effectively we should have to master not only the 
techniques but also the economics and sociology of futures trading. 
To what extent has government intervention on a massive scale in 
agricultural marketing been the reason why exchanges have become 
less important? Exchange members are vehement in their as- 
sertion that this is where their principal difficulty lies. How have 
the exchanges been affected by the decentralization of agricultural 
marketing without regard to the role played by government in the 
process? What precisely do we mean by the decentralization of 
agricultural marketing? What has been the function of exchanges 
in price determination? How has this function changed in recent 
decades? How has the function of price itself changed in agri- 
cultural marketing, and how have any changes in that function af- 
fected exchanges? Is there any serious likelihood that the ex- 
changes ever will recover the importance they once had as mech- 
anisms for the establishment of competitive prices? Until we can 
answer questions of this sort, we are not equipped to evaluate the 
outlook for exchanges and for the economy in the absence of ex- 
changes, if they should be put out of business. 


VI 


My time is up, so I shall stop abruptly here. I trust I have 
said enough to make my major point clear. The most significant 
thing I can say to this group about marketing is that for all the 
work we have done we have thus far looked only at the fringes. I 
have listed three areas that we can properly refer to as dark con- 
tinents because we know a lot about their shorelines but little 
about their heartlands. There are many other dark continents 
of this sort. Paths lead into them from many directions. So I 
see very little likelihood that students are going to run out of 
problems to study in the near future. My deepest hope for*mar- 
keting is that more and more of us will become increasingly dis- 
satisfied with sailing around the perimeter and begin plunging into 
the interior. 
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DESIRABLE CURRICULUM CONTENT 
FOR THE FUTURE MARKETING 
EXECUTIVE 


D. MAYNARD PHELPS* 
University of Michigan 


T is particularly appropriate that we should discuss this topic 

of education for marketing executives. As you know, others 
have been doing it for us. Of course, I am referring to the Gordon 
and Pierson reports on education for businessmen. Perhaps it 
would have been well in this meeting to discuss these reports as 
they pertain to the marketing field. Certainly they suggest a low 
estate for business education in general, and for the teaching of 
marketing in particular. Nevertheless, here, as always, we are 
prone to say that the critic simply does not understand, that his 
investigations are insufficient or biased. Whether this is true of 
these reports is surely questionable, but a sound appraisal is not 
within my competence for they deal largely with a world of busi- 
ness education with which I am largely unfamiliar, that is, in 
small colleges with limited facilities and faculty. Bu‘ their prin- 
cipal conclusion seems to be that future businessmen need more 
training in the sciences and the humanities and with this I am 
wholly in accord. Gordon said that 38 per cent of the 37 AACSB 
members were violating the 40 per cent rule; that they were not 
requiring 40 per cent nonbusiness courses in undergraduate cur- 
ricula even when economic principles and economic history were 
always counted as nonprofessional.! In view of the complexities of 


*D. Maynard Phelps is Professor of Marketing at the University of Michigan 
and a Past President of the American Marketing Association. He has had a long 
and distinguished career as a teacher and public servant both in this country and 
abroad. Mr. Phelps is author of a number of books and monographs in the field of 
marketing. He is perhaps best known for two recent books, :Planning the Product 
and Sales Management: Policies and Procedures. He received the M.B.A. and 
Ph.D. degrees from the University of Michigan. 

1. Gordon and Howell, Higher! Education for Business, pp. 151-2, Columbia 
University Press, New York, 1959. 
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modern business, especially in the marketing field, such limited 
preparation as this conclusion suggests in the sciences and the 
humanities seems wholly inadequate. 

Let me suggest that the marketing executive of today and even 
more of tomorrow, although our foresight is limited, needs three 
things primarily which can be acquired, in some measure, through 
collegiate training: first, understanding; second, proper attitudes; 
and, third, certain skills. I would put them in this order. These 
are the basic needs for a marketing executive either in a line or a 
staff position. 


UNDERSTANDING 


Now basic understandings come mostly from what are called 
liberal arts courses or general education. I do not wish to get into 
the controversial question of what is a liberal education, but sure- 
ly the student needs some introduction to the sciences, humanities, 
and the arts. This knowledge of the world around us is needed be- 
cause it provides the basis for foresight. As Gordon said, ‘‘A 
businessman cannot be well trained unless he is reasonably edu- 
cated. A general education provides knowledge and develops qual- 
ities of mind and spirit that are directly useful to the business- 
man.? 

The foregoing suggests that, in the curriculum, business 
courses should not be permitted to encroach too much upon a gen- 
eral education and for good reasons. Marketing management is 
relying more on mathematics than in the past. Operations re- 
search and electronic data processing are cases in point, there- 
fore, more training in mathematics is needed. Introduction to 
some of the physical sciences—physics, chemistry, and biology—is 
also needed if nothing else in order to secure some comprehension 
of its method, its point of view, and the directions in which these 
sciences are moving. In a world whose present thinking is some- 
what dominated by the conquest of space, the physical sciences 
have assumed a new importance to business management. 

It is in the social sciences, however, where the greatest em- 
phasis should be placed in the curriculum. A neglect of history, 
particularly of western civilization, does not make sense for those 
people who are to manage American industry. Numerous re- 
quirements or voluntary elections in economics, psychology, so- 
ciology, and anthropology seem highly desirable. In a sense, 


2. Ibid., p. 47. 
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anthropology is the beginning of understanding in all the social 
sciences. What could be more important than physical anthropol- 
ogy which deals with the biological aspects of human behavior. 
The importance of psychology to the marketing fraternity has re- 
cently been highlighted by our attempts to understand the con- 
sumer more fully, particularly through motivation research. It is 
also needed for selection, training, motivation, and the handling of 
difficult personnel problems in sales management. 

In addition to the basic course in economics, something in ad- 
dition may well be taken both in the macro and the micro areas. A 
course in national income or, better yet, in business conditions as 
it is taught in some universities, is needed. The course may have 
different titles but it deals with the national economic budget; bus- 
iness cycles; an analysis of the swings of business activity, par- 
ticularly in the present century; and with forecasting. Attention 
may also be give to policies designed to promote economic stabili- 
ty. On the micro side, courses on the pricing system and pricing 
theory are likely to be most useful to the marketing executive. 
Anything which the student can get on the nature of competition and 
the anti-trust laws and their administration will hold him in good 
stead if he gets into really responsible business positions. Let me 
also suggest courses in the economics of enterprise and others 
which bridge the gap between theoretical economics and practical 
affairs. 


ATTITUDES 


In turning from understanding to attitudes we go from some- 
thing which is reasonably definite to a ‘‘shadow world.’’ While at- 
titudes are mostly, I presume, the outgrowth of real understanding, 
they are also the outgrowth of incidents, conditions of health, and 
a host of other factors. They may be deeply ingrained in individ- 
uals long before their college days, and very difficult to change. 
They are habitual as every discerning person knows. But this 
should not deter us from an attempt to instill proper attitudes. 

There are many attitudes which characterize the successful 
marketing executive, among them a highly affirmative attitude to- 
ward the free enterprise system and the significance of marketing 
in that system. A willingness to innovate and assume risk, to de- 
part from precedent is surely important. Yet the most important 
attitude is that toward other people, for marketing abounds in the 
human equation. Courses in psychology, sociology, human rela- 
tions, even in psychiatry are helpful because they lead to an exam- 
ination of self. Through psychological knowledge and techniques a 
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person may understand himself and others better, and through this 
his attitudes may change and become more constructive. One of 
my psychologist acquaintances says that our misunderstanding of 
ourselves and our effect on others is the greatest block to effec- 
tive performance on the job. Attitudes of over-aggression, in- 
tolerance, and inflexibility, may be overcome through greater un- 
derstanding, at least in part, and through contact with mature 
scholars in the classroom. 


SKILLS 


Much has been written recently about administrative skills and 
under the correct assumption that they can be acquired through 
training. Skill in the analysis of problem situations is the most 
important one in my thinking, followed by skill in communications, 
both oral and written, and in administrative practices. Now we al- 
so think about skills in decision making and in policy formulation. 
Skills are, of course, procedural and partake of the nature of hab- 
its. They are learned by making the student participate actively 
in the learning process. Courses which utilize the case method 
and role playing are useful in developing necessary skills. In the 
teaching of marketing research actual research projects, designed 
and carried through step by step to conclusions, by students, will 
do more in acquiring skills than a host of textbooks. This is not to 
say that understanding is unimportant or that the textbooks have no 
purpose, but only that skills are acquired by doing rather than by 
the acquisition of knowledge. In summary, the future marketing 
executive needs some understanding of many fields of knowledge. 
He needs to bring much to his problems by way of understanding, 
attitudes, and skills for these problems will be most complex. 

You will note that nothing has been said about where within the 
university structure education for marketing management should 
be offered—whether in colleges of literature, science and the arts, 
or in business schools. This is relatively unimportant. All the 
facilities of a college or university should be made available to the 
student. Nor has anything been said regarding the need for the 
other traditional business administration courses—accounting, 
statistics, finance, industrial management, industrial relations, 
business law, etc. In my thinking, a liberal education should come 
first, and there should be sufficient of it. This should be followed 
by general business administration courses, including basic mar- 
keting. And then, if there is time, and the student wants it, there 
should be specialization in marketing. For the future, for people 
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who aspire to top marketing management positions, this looks to 
me as if it would take from five to six years of collegiate training. 

We must keep our economy as dynamic and progressive as 
possible. This responsibility largely rests on the marketing func- 
tion. We must have well-trained and well-motivated manpower at 
high levels to do it. Our rewards will be found not only in higher 
levels of living but in human freedom and dignity, too. These are 
goals worthy of our educational efforts. 
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THE EDUCATIONAL NEEDS OF 
THE SALES EXECUTIVE 


WENDELL R. SMITH* 
Radio Corporation of America 


INTRODUCTION 


F I were to restate the topic that has been assigned to me in the 
form of a question, ‘‘What Are The Educational Needs Of The 
Sales Executive?,’’ the only possible answer to that question would 
be, ‘‘It depends.’’ It is obvious that the variables to be considered 
in a situation of this kind are many and diverse. However, in the 
few minutes that are available this afternoon, I would like to deal 
with what appear to be the two primary factors that influence edu- 
cational needs that are associated with the business environment 
within which the Sales or Marketing Executive is working. These 
variables refer to the closely related factors of (1) size of firm 
and (2) line versus staff responsibility. Let us look first at the 
influence of the size of firm. 


THE SALES EXECUTIVE IN THE 
SMALL FIRM 


We can dispose of the problem of the Sales or Marketing Exec- 
utive in the small firm rather quickly by saying that this individual 
needs to know virtually everything about everything, and to be 
skilled both as a planner and as a doer. Typically he will not have 


*Wendell R. Smith is Director of Market Research and Development at the 
Radio Corporation of America. Before accepting this position he was Vice Presi- 
dent of Alderson and Sessions, Inc. Mr. Smith has also served as Professor of 
Marketing and Head of the Department of Marketing at the State University of 
Iowa. His publications include World Economic Problems (with C. Addison Hick- 
man), Public Utility Economics (with C. Woody Thompson), and Workbook in Eco- 
nomic ‘Geography (with H. H. McCarty). Mr. Smith received his M.A, and Ph.D. 
degrees from the State University of Iowa. He is a Past President of the Ameri- 
can Marketing Association. 
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reporting to him specialists in the various functional areas of 
marketing such as advertising, sales promotion, and personal 
selling. Neither will he have upstream from him in the organiza- 
tional structure a specialized group developing marketing plans 
which are handed to him for activation. Not only does he have 
responsibility for both planning and doing in the marketing area, 
but he has the upstream responsibility for performing his share 
of the over-all general management task along with his counter- 
parts in finance, manufacturing, and whatever additional functional 
areas may be involved. 

It seems quite clear that such an executive needs; first, an ex- 
cellent general education that has given him a scientific approach 
to problem solving; second, a general business education that has 
familiarized him with the dynamics of the interrelationship of 
various business functions; and third, a general marketing educa- 
tion that has made him capable of determining the proper market- 
ing mix for his company and its individual products along with 
knowledge of the organizational and administrative procedures 
necessary to make it work. 

While it is exceedingly easy to overgeneralize, it would appear 
that such an executive should guard against overspecialization in 
his business school career, putting the emphasis upon general 
business and general marketing. 

I should point out at this time that I see no essential conflict 
between in-school and on-the-job education and training. Our 
discussion this afternoon, however, is focused upon that portion 
of the total educational and training responsibility that can be pro- 
vided more effectively in a classroom than would be the case in an 
on-the-job situation. The conclusion for the individual who is a 
Sales Executive in the small firm is obvious—since he must nec- 
essarily operate on an across-the-board basis, it is logical to 
assume that his educational experience should be on that same 
basis. 


THE MARKETING AND/OR SALES 
EXECUTIVE IN THE LARGE FIRM 


For the purposes of this discussion I would like to distinguish 
between the small firm and the large firm, not on the basis of 
sales volume or number of employees; but rather on the basis of 
the extent to which executive responsibility for marketing is the 
responsibility of several individuals rather than one. While the 
organization charts of many large corporations, including my own, 
identify and distinguish many marketing management positions, 
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these positions can be sorted out into three major categories that 
I will attempt to distinguish with specific reference to educational 
needs or requirements. We will look briefly at each of these 
categories in terms of (a) the executive’s downstream or adminis- 
trative responsibilities and (b) his upstream responsibilities re- 
lated to participation in formulating management decisions that 
are finally determined above his own level of responsibility. 


The Line Sales Manager 


The line sales manager is that action-oriented individual who 
is depended upon to activate the selling function through effective 
administration of the sales force. The very nature of this down- 
stream responsibility spells out the desirability of effective train- 
ing in the behavioral sciences, organization management, and the 
techniques of selling and training. Sometimes neglected however, 
is the fact that the truly effective line sales manager is ever alert 
to his upstream responsibility, or perhaps opportunity, to partici- 
pate in those deliberations that have given rise to the program that 
he is being asked to activate. In this context the line sales manag- 
er, who may have been a whiz as a salesman himself, may be defi- 
cient if his educational program or experience has not given him a 
good background in general marketing and in the associated busi- 
ness functions. Certainly here the major needs are those asso- 
ciated with the downstream responsibility. However, is it not true 
that those capabilities can best be enhanced educationally against 
the background of a more general program. 


The Line Director of Marketing 


Typically the line director of marketing has the downstream 
responsibility for determining the appropriate marketing mix for 
the company, for each major product group, or perhaps on an in- 
dividual product basis; and for integrating and coordinating the 
advertising, personal selling, and sales promotion activities that 
will be required to achieve the firm’s marketing objectives. Up- 
stream, the director of marketing, along with the directors of 
other functional areas, has an important general or corporate 
management responsibility, and a responsibility for representing 
marketing and the marketing viewpoint when problems are being 
analyzed and policies and programs formulated. On the down- 
stream side the line director of marketing must have substantial 
depth of understanding gained by education and experience in the 
performance of the functions that he is responsible for coordi- 
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nating. His almost equally important upstream responsibility im- 
plies a substantial understanding of the business as a whole and 
the interrelationship of its parts. 

To summarize at this point, it seems to me that the specifics 
that must be mastered by line marketing executives at all levels 
are almost inevitably the product of effective on-the-job training 
and experience, whereas knowledge and understanding of the econ- 
omy, the firm as a whole, the setting within which the specifics 
have pertinence comes predominantly from the individual’s edu- 
cational experience—an educational experience probably gained in 
a college or university, but one that is available to the highly 
motivated and self-disciplined man who will go after it on his own, 
I would also like to volunteer the observation at this point that 
product and product line familiarity become an important asset to 
the line marketing executive as evidenced by the fact that while 
such executives may change firms from time to time, movement 
from one broad industry group to another is somewhat rare. This 
is less true of staff executives for whom knowledge of analytical 
and administrative techniques tends to assume a higher order of 
importance than product or industry background. 


The Staff Marketing Executive 


The staff marketing executive, perhaps best exemplified by the 
corporate vice president for marketing in a multi-division com- 
pany, has a very different kind of responsibility and, hence, edu- 
cational needs somewhat at variance with those that have been out- 
lined for line executives. The staff executive normally has a 
“dotted line’’ relationship to the line executives who are operating 
below him, but he has neither responsibility nor authority for the 
specifics and the effectiveness of individual action programs. To 
be sure repeated program failure will cause justifiable insecurity 
for the staff man, but he must secure adherence to his ideas by 
means other than executive orders issued from his office. His 
downstream responsibility is that of looking over the shoulder of 
the line people and advising and counseling them in connection with 
the discharge of their responsibilities. He has a further responsi- 
bility for keeping their plans and programs properly meshed with 
over-all corporate or company objectives. In a sense the up- 
stream responsibility of the staff marketing executive is of criti- 
cal importance in that he becomes the counselor or coach of the 
top management team where marketing considerations are in- 
volved. He is, therefore, in a position to determine the climate 
within which the marketing activities will take place. 
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Because, in most cases, the staff marketing executive has no 
operating responsibility, his needs for detailed operation and 
product experience are somewhat less; but his needfor a familiar- 
ity with more sophisticated techniques—forecasting, planning, and 
analysis—are at a maximum. Those companies that use sucha 
position as a method of rewarding a successful line marketing 
executive for good performance and faithful service certainly take 
a calculated risk. In many respects, the staff marketing executive 
must have a theoretical interest and possess the kind of inquiring 
mind that probably will have motivated him to probe rather deeply 
into the behavioral sciences and to pursue his marketing educa- 
tion considerably beyond the bachelor’s level. In a very real 
sense, the staff marketing executive is the corporation’s vice 
president in charge of the future and must justify his freedom 
from operational responsibility by pointing the way for company 
growth and guiding present operations in directions that are con- 
sistent with that growth objective. While the staff marketing ex- 
ecutive is a relative newcomer on the corporate scene, the proto- 
type is already emerging—the prototype of a truly professional 
marketing man who is skilled in the techniques of problem solving 
and is continually emphasizing the importance of objectivity in 
policy and operating decisions. Marketing education has a great 
stake in the success that these newcomers achieve in that their 
very existence represents an acceptance by business of the fact 
that it is now worth while to place a substantial bet upon the even- 
tual emergence of a science of marketing. 

In conclusion, it is obvious that I have avoided reference to 
specific courses, teaching techniques, and the relative emphasis to 
be placed upon general education as opposed to specialized educa- 
tion. Rather, I have tried to emphasize educational needs and ob- 
jectives on the assumption that once we have these clearly in mind, 
perhaps we can approach the problems of curriculum and course 
organization with better perspective. This does not mean that 
these problems will solve themselves, they will not. However, be- 
fore we stray away from the guide lines that have been so thought- 
fully established by the Association of Collegiate Schools of Busi- 
ness, let’s be sure that our goals and objectives have been clearly 
and realistically defined. 
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DISCUSSION 


RED W. KNIFFIN: Professor Stanton has suggested that the 

title, content, and approach in the beginning course in mar- 
keting be changed (if it hasn’t already) to principles of marketing 
management or introduction to marketing management. He has 
also indicated that to cover adequately this subject probably would 
require two semester courses each for three hours of credit. 
Further, in the first of these courses, he would emphasize the 
‘management concepts in marketing.’’ 

Professor Stanton has touched on a problem here that has 
bothered many of us for some time. Simply stated, should we 
teach marketing management in the first marketing course, which 
incidentally is usually the only marketing course required of non- 
marketing majors on the undergraduate level? My answer: why 
limit the first course in marketing to a single approach to the 
subject? Further, to teach a marketing management course with 
any depth of analysis at the core course level would require that 
the student bring to the class a fairly sophisticated knowledge of 
marketing facts and tools of analysis, plus analytical tools of eco- 
nomics, statistics, management, and other disciplines. I believe 
very frankly that most of our undergraduate students do not have 
this knowledge and these skills at sufficiently high levels when 
they enroll in the basic marketing course to take advantage of a 
solid treatment of the subject of marketing management. Wouldn’t 
we get a fairly superficial treatment of the problems of product, 
channels, pricing, advertising, and market analysis, unless stu- 
dents had a basic understanding of marketing institutions, manage- 
ment concepts, consumer behavior and the like? Perhaps a 
managerial oriented course is more appropriate as a terminal 
undergraduate course in marketing, or as a graduate kvel course. 

What then, should be the approach of the introductory course 
in marketing at the undergraduate level? A combination of institu- 
tional, functional, historical, and managerial seems most appro- 
priate. In utilizing these different approaches, proper attention 
can be given to analyses of the dynamic environment in which the 
firm operates, including, for example, consumers, competition, 
the economic and social forces underlying markets, and legislation 
pertaining to marketing. I do not recommend a descriptive ap- 
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proach, but rather an analytical, problem oriented approach that 
deals with the important, relative uncontrollable environment in 
which the firm operates, as well as the marketing mix elements 
which the marketing manager manipulates. 

In delimiting his subject, Professor Stanton conveniently sin- 
gles out both course content and emphasis as distinct from teach- 
ing techniques and textbooks. Isn’t this akin to solving, say a 
pricing problem, without reference to product and channel prob- 
lems? Most of us I’m sure depend to some extent on one or two 
textbooks for content, and if one of these happens to be a case book 
it most certainly influences teaching technique. Writers of text- 
books, such as Professor Stanton, need not be so modest—they 
have great influence on content, emphasis, and teaching techniques, 
Consequently, I think that someone could have quite an impact on 
the teaching of marketing if he were to write a book for the under- 
graduate introductory course that treats more fully the marketing 
management approach than the presently used texts. 

I agree with Professor Stanton on his point that the sales man- 
agement course should be a course on management of the sales 
force. This area of marketing management includes a wealth of 
significant subject matter for advanced undergraduate and graduate 
marketing students. It has stood the test of time as a fairly spe- 
cialized advanced course in most of our curricula. Presently, 
and in the future, one should expect that content in this course will 
constantly improve by utilizing the findings being made in organi- 
zation theory, psychology and the other behavioral sciences, hu- 
man relations, and motivation. 


Edward W. Cundiff: Wendell Smith has done an excellent job of 
outlining educational needs of the sales executive, and it would be 
well to consider some specific implications for the marketing cur- 
riculum. This will be examined in terms of undergraduate, grad- 
uate, and post-graduate programs. 

In the undergraduate program we must first ask ourselves 
whom we are training. We shouldbe training for twobroad types of 
marketing administrative positions: first, line executive trainees 
and salesmen with the hope of advancement to line administrative 
positions, and secondly, administrative staff specialists in such 
fields as marketing research, advertising, and product manage- 
ment, Although the basic program for both groups will be similar, 
certain basic aspects of their specialized training will be dif- 
ferent. 

Mr. Smith stated that the program of training should include 
general education, general business training and marketing train- 
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ing, and most marketing educators would agree with this premise. 
But, what should be included in each of these three categories? 
The general education program should comprise approximately 
50 per cent of the curriculum. The traditional general education 
curriculum in business schools includes the cultural subjects, 
such as literature, history, government, foreign language, philos- 
ophy, and classics, designed to produce a liberally educated man, 
a grounding in economics, and written and oral communications, 
To these should be added study in the behavioral sciences, partic- 
ularly psychology and sociology. To be truly liberal such a pro- 
gram need not provide a wide range of election—some of the most 
liberal educational programs are highly structured, but they are 
structured in terms of a careful definition of the program objec- 
tives. 

The core curriculum adopted by the American Association of 
Collegiate Schools of Business has as its purpose the provision of 
general business training. However, the existing core is far too 
fragmented to provide proper training for potential executives. 
The student learns about the various functions of a business but 
seldom learns about their interrelationships or their relation to 
society and the economy. To provide such information the core 
should include courses in administrative policy, business econom- 
ics as taught by business faculty members, and government and 
business in place of business law. In addition, the core should in- 
clude more work in statistics and quantitative techniques. 

The marketing program should provide somewhat different 
training for line and staff careers. The potential line executive 
should have courses in the management of the sales force and 
marketing management or policy, call it what you will. Beyond 
this he should be provided with breadth in marketing. Courses in 
retailing, advertising, and marketing research will be more valu- 
able to him than excessive specialization in the techniques of 
hiring, training, and managing a sales force and instruction in how 
to sell. The marketing staff specialist should take the same two 
course marketing core plus a little more specialization in the 
techniques of his field of interest. The marketing program should 
be restricted to a definite maximum of 18 semester hours, in- 
cluding the introductory course. 

The master’s degree program should be provided for the par- 
ticularly able and ambitious college graduates with maximum po- 
tential for advancement to top level line administrative marketing 
jobs. Such a program should comprise only graduate-level courses 
restricted to graduate students. It should include general business 
courses of a high level. In marketing it should include marketing 
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policy, application of quantitative and theoretical concepts to mar- 
keting, and marketing developments and trends. 

Formal university training is only a beginning in the training of 
a marketing administrator. The university can provide him with 
a broad basic background, both in his general training and in his 
marketing training, but his employer will have to provide training 
in techniques and individual company practices and procedures on 
the job. Subsequently, as the college graduate moves upward to 
positions of greater responsibility, he may again require training 
of a formal nature. As he moves from jobs of a specialized nature 
to positions with more general responsibility, he needs reorienta- 
tion to the broad viewpoint. It is the aim of management develop- 
ment programs to provide this viewpoint. A few large business 
organizations have developed excellent management development 
programs of their own, but in many other large companies the 
management believes its employees will receive maximum benefit 
from a program which allows contact with executives from other 
businesses. And, of course, smaller businesses do not have 
enough potential trainees to develop their own programs. It is to 
these groups that collegiate business schools can make an addi- 
tional contribution. A number of excellent management develop- 
ment programs have been organized in universities in recent 
years to fill this need. 

The newly evolved position of staff vice-president of market- 
ing described by Mr. Smith is a difficult one to fill. Formal busi- 
ness training providing the breadth of general business under- 
standing and the depth of marketing knowledge required for this 
job is provided only in doctoral programs. Yet, today, few young 
men planning on a career in business are willing to undertake 
such a program, because the immediate reward in terms of job 
opportunities is seldom commensurate with the expenditures of 
time and money necessary to earn a doctorate. The only other 
source of men with such training is from among the ranks of col- 
lege professors, but few professors have the breadth of actual 
business experience to qualify for top level business jobs. This is 
indeed fortunate, for otherwise our field, which is already short- 
handed, would find it still more difficult to staff the classes needed 
to provide business with a continuing flow of new potential sales 
executives. 


Edward L. Brink: I am happy to have been asked to comment 
on Professor Phelps’ paper, ‘‘Desirable Curriculum Content for 
the Future Marketing Executive.’’ I leave it to you to decide the 
extent to which I agree or disagree with this paper, for it isa 
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mixture of the two. I should like to comment first on the three 
major points made and then on the area which Professor Phelps 
has chosen not to discuss. 

Professor Phelps sees three major categories of collegiate 
training for marketing executives—understanding, proper attitudes, 
and certain skills. 

Understanding, as Professor Phelps sees it, arises from the 
study of liberal arts subjects and in this connection the Gordon 
report is quoted as follows: ‘‘A businessman cannot be well 
trained unless he is reasonably well educated.’’ I should like to 
call your attention to the dichotomy of education versus training 
for this arises again and again in the reading and discussion of 
this report and other studies of a similar nature. Why must the 
collegiate pursuit of knowledge for business be termed training 
while the pursuit of other subjects is called education? Professor 
Phelps goes on to say that ‘‘business courses should not be per- 
mitted to encroach too much upon general education.’’ Why should 
there be any encroachment at all? Why should it be thought of as 
occurring in either direction? Why not integration? Using Pro- 
fessor Phelps’ example that “business management is relying 
more and more on mathematics than in the past,’’ may I observe 
that one can take many mathematics courses given in the liberal 
arts tradition and have no concept of the way in which mathematics 
is used by, for, or with the businessman. The important thing is 
the way in which the courses are structured forward to an under- 
standing of business systems and the way in which mathematics 
becomes the shorthand of thinking as computers are used in 
simulating and analyzing these systems. Much more could be said 
about ‘‘liberal arts’’ and understanding, but I hope that this brief 
discussion will bring my point to mind. 

Secondly, Professor Phelps comes to the question of attitudes, 
“proper attitudes’’ that the marketing executive should have. In 
this connection I agree with him wholeheartedly. The emphasis 
indicated on the study of psychology is certainly important. But 
haven’t we in marketing been doing it for years and years? The 
literature is a testimony to the pioneering work done by marketing 
scholars (and I will use the word) alone and in collaboration with 
psychologists. Suddenly this seems to be snatched from us and 
made ‘‘liberally pure’’ and placed apart from marketing in the 
realm of sociology, psychology, etc. At the Wharton School for 
many years we have required those specializing in marketing to 
Study psychology. We have implemented this basic course by 
trying to build on it in Salesmanship, Sales Management, Adver- 
tising and Marketing Research. My own personal regret is that 
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we never had the courage to demand a better integrated psychology 
course or teach it in our own department. 

I should like to mention in passing that one area of attitudes 
has been passed by again and again in business curricula. That is 
ethics. These are certainly important attitudes. 

Finally, there is the third category of education called skills. 
Skills in problem solving and communication are stressed by Pro- 
fessor Phelps and I say ‘‘Amen.’’ We have had too much fragmen- 
tation in business education, leaving the student to decide which of 
the many storehouses of learning he should tap and in what pro- 
portions to solve his problems. However, the conscious and pro- 
nounced separation of ‘‘liberal education’’ and ‘‘vocational train- 
ing’’ isn’t going to help this one little bit. 

Professor Phelps feels that the student needs a liberal educa- 
tion first, then a general business administration education and ‘‘if 
there is time, and the student wants it, there should be specializa- 
tion in marketing.’? Further, Professor Phelps sees that those 
who aspire to top marketing management can also look forward to 
five or six years of collegiate training. Yet, we are faced with an 
enormously increasing demand for the college education and I as- 
sume that the proportion wishing a business education will not de- 
crease markedly. Still what we are saying is that the four year 
business education seems doomed because the important thing is 
to be well educated rather than equipped for a career in business. 
And I don’t mean equipped for a threshold job. Why not address 
ourselves first to the question of deciding what is necessary for a 
fundamentally sound business education and then provide the basis 
for a life-long education in the desirable areas of the arts and 
humanities? 

Now I should like to comment briefly on the role of teaching 
sales management in this day and the near future, for I can see no 
farther. There seem to be many of our number at the wailing wall 
expressing our manifold sins and wickedness and professing the 
‘new faith’’ regarding the teaching of such subjects. If we are 
sincere we should remember that we walked here, we were not 
shoved. We have neglected a sound principle of marketing man- 
agement with respect to product development and analysis. We 
have failed to keep in touch with the market. We have clung too 
long to ‘‘how to do it’’ kinds of subjects. Long after we took the 
initiative and showed industry and business the principles of these 
activities (and their organization) we failed to see that industry 
and business were ready to take over. Sales training as a part of 
sales management is to me, a good example. I believe that Pro- 
fessor Hess pioneered in this at the Wharton School. He developed 
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principles and encouraged and showed business how to do it. We 
are still teaching it. I see no more reason for it than insisting 
that engineering students spend hours learning drafting or that 
medical students continue to be trained in areas that nursing edu- 
cation can now handle. In the field of sales management and sales 
training, it is now our task to delve further into the ‘‘whys’’ and 
find connections and concepts which are important and which busi- 
ness and industry are too busy to explore. These we shall give 
them also. 

On the other hand, I see no reason why a subject such as Sales 
Management cannot be taught in a way that is stimulating. Con- 
sider if you will, three very mundane areas of that endeavor, prod- 
uct development, the routing of salesmen, and the activity called 
prospecting. 

Product development is an innovation and invention and the 
sales manager is very close to the market place where these op- 
portunities ‘‘lie about.’’ All too often, we convince the student 
(falsely) that if each idea brought forth is subjected to a check list 
the sales manager’s task is fulfilled. These are the mechanics of 
the ‘‘how,’’ but what of the ‘“why.’’ Few students can fail to be 
stimulated when starting out on this subject by considering the 
simple question of why our forebearers wandered around the earth 
so long looking at the whitened skulls of their fellow-men and 
failed to-see the principle of a very important product (architec- 
turally)—namely, the arch. 

The routing of salesmen is basically the distribution of effort. 
It is at once a matter of physics and leads to that collection of 
mathematical models called the ‘‘traveling salesman’’ problem. 
Students like it and it integrates mathematics, computers, the 
distribution of effort and its resultant application in business ef- 
ficiency. 

Finally, there is prospecting. May I recall to you the concept 
of search theory as evolved by the operations research people dur- 
ing the Second World War. Briefly, you will remember that it is a 
matter of deciding the load ratio of gasoline to bombs in the search 
for and killing of enemy submarines. All gas, maximum search 
and no kill; all bombs maximum kill but you never get off the run- 
way. The total weight of the plane is akin to the total time of the 
salesman, All time spent on ‘‘sold customers’’ and repeat orders 
means no search: no search means no prospects and no new cus- 
tomers—this leads, as you know, to extinction. All search means 
all prospects which also means no sales. What is the proper ra- 
tio? It’s interesting to develop the analogy and explain the ‘‘why’’ 
of some company’s rules in this matter—or should I say strategy. 


sy 
es 
is 
n= 
of 
n- 
‘if 
e 
to 
an 
ar 
is 
s. 
SS 
a 
is 
d 
ng 
no 
111 
1e 
e 
ot 
e 
00 
e 
se 
ry 
of 
ed 


270 MARKETING CONCEPTS IN CHANGING TIMES 


I cannot see how courses such as these could help but develop 
the understanding, attitudes and skills that Professor Phelps calls 
for. They could only be accomplished at the expense of some 
existing ‘“‘how’’ and most important with an understanding by 
everyone as to the purpose of the course. 

I have said before that we have neglected, fragmented and re- 
tained too much of the “how.’’ In many places, I fear that too 
much damage has been done. Where evolution cannot take place 
along the lines which I have intimated, with understanding on both 
sides, I prefer revolutionary change to a slow determined death, 
From the revolution, a new kind of functional sales management 
(or call it what you will) education will emerge if it is worth its 
salt as a part of a collegiate education. 

Particularly after listening to the challenge thrown down today 
by Professor Cox for the study and pursuit of the ‘‘dark conti- 
nents’’ of marketing, I refuse to accept the idea that marketing and 
sales management as a part of it, cannot be a worthy intellectual 
area of study. 
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THE “MARKETING LABORATORY” 
OF LIFE MAGAZINE: HOW WE 
RUN IT AND HIGHLIGHTS 
OF FINDINGS 


MILTON L. BLUM* 
Marketing, Merchandising and Research, Inc. 


It is my intention to talk to you about two areas: 


1. I wish to describe LIFE Marketing Laboratory and Market- 
ing, Merchandising and Research, Inc.; its inter-relation- 
ship, its philosophy, and the way it does its work. 

2. I will report some generalizations based upon our findings. 


LIFE MARKETING LABORATORY 


Marketing, Merchandising and Research, Inc. (M.M.R.I.) is an 
independent organization. It receives a problem assignment from 
LIFE Marketing Laboratory. From there on it is responsible for 
the methodology, the construction of forms related to the nature of 
the inquiry, the analysis of the data, the interpretation of the data 
and the report presentation. We work closely and intimately with 
Time, Inc. LIFE Marketing Laboratory has a philosophy, or I 
should say makes certain assumptions that prescribe its work. 
Foremost, is the belief that one must combine a knowledge of 
merchandising and research in proper proportions if commercial 
problems will be solved. Too often merchandisers fly by the seat 
of their pants and researchers orbit in space. 

Fundamentally, LIFE Marketing Laboratory can be considered 


*Milton L. Blum is President of Marketing, Merchandising and Research, Inc., 
a company which works directly with Life magazine of Time, Inc. He is alsoa 
professor (on leave) at the City College of New York. Mr. Blum received the M.A. 
degree at Columbia and the Ph.D. degree at New York University. He is author of 
four text books in the field of psychology, the most recent being Industrial Psy- 
chology and Its Social Foundations, published in 1956. 
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as making its contribution in the field of hypothesis formation. 
We feel we are approaching the theory building stage and thereby 
hope to make our contribution to the science of market research. 
We firmly believe that hypotheses based upon data are more ten- 
able than purely on hunch, Our findings, therefore, are not defini- 
tive, but highly suggestive for further inquiry. 

We have also recognized that one of the major difficulties with 
research in this field is that it takes too long. The result is that 
by the time the report is submitted the original problem has either 
been forgotten or solved. As a result, we are geared to submit a 
report within six weeks from the time our field work has been 
done. Under pressure we have been able to do this even more 
rapidly. We believe in the concentrated, small sample technique. 
It is not that we are opposed to the national projectible sample, it 
is just that we believe that many problems in this area are capable 
of being solved without the need to apply the nationally projectible 
sample. In terms of our point of view we are neither nose 
counters nor applied psycho-analysts. In questionnaires we use 
both pre-coded and open end questions. We deliberately ask some 
questions of the projective technique type, but do not expect to find 
sex in orange juice or prune juice and are surprised if this hap- 
pens. 

We have a heavy supermarket orientation. By virtue of the 
fact that approximately 90 per cent of the housewives in this 
country shop in supermarkets, we are content to interview outside 
of supermarkets. And, providing we have a meaningful sample of 
supermarkets in any city, we believe we can justify the nature of 
our sample. Since many of the products we have investigated are 
sold in supermarkets, or at least are bought by women whether 
they are or are not sold in supermarkets, we believe that our 
technique has validity. 

Probably one of the most important differences between our 
organization and others is the importance we attach to data gath- 
erers. Our field staff works for us on a minimum of a one day a 
week basis. We carefully build an identification with our organi- 
zation and so we always know exactly who is gathering the data. 
Our emphasis on hiring and selection is almost a fetish in any 
city we place newspaper advertisements. As a result we are like- 
ly to receive about 300 telephone calls. The hurried telephone 
screening results in the making of about 200 appointments. These 
appointments are in the nature of a series of group interviews. 
Experience has indicated that approximately 50 per cent of the 
housewives come to the group appointment. After observing their 
behavior, a complete explanation of the work is offered and then 
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those who still wish to apply complete a lengthy background state- 
ment, and also take a brief battery of psychological tests, in- 
cluding a test to measure rate of learning, accuracy with detail, 
a self-image personality test, and a projective type personality 
test. They are also briefly individually interviewed and the pur- 
pose is to attempt to discover the motive for working. We do not 
hire people for occupational therapy reasons. We have some in- 
teresting data based upon test results of the experienced market 
research interviewer and can indicate quite clearly the ways in 
which these people differ from the people we hire. We believe 
that not enough attention in the past has been paid to the charac- 
teristics of the interviewer. The people hired are paid for train- 
ing and are trained for three days. 

We hire our data gatherers not only for their individual talents 
and their predicted ability to work well together, but also deliber- 
ately on the basis of differences in age (24 to 57), income ($4,000 
to $20,000), education (some high school to college graduate). As 
a result, we have a cross section of the housewives in the city 
representing most of the geographic areas. In addition to having 
urban and suburban dwellers, we have a group of data gatherers 
who represent the various styles of living within the city. 

Our methods of gathering data are related to the nature of the 
problem. We prefer to do interviews outside of selected super- 
markets, but recognize that when the project or the sampling does 
not lend itself to the problem that we must modify this type of in- 
quiry, and, therefore, we have also done inquiries using the tele- 
phone interview or house to house sampling. 


TYPES OF DATA GATHERED 


In any one study we are likely to gather a combination of four 
types of data. The first is the consumer interview; and depending 
upon the length of the questionnaire, we do between 500 and 1,000 
cases. 

Second, we have our data gatherers enter the supermarkets and 
make observations of store conditions. These relate to brands 
carried, both national and store, number of facings, shelf posi- 
tions, merchandising displays, etc. Of course, price variable is 
observed, 

The third form of data gathering is the home product use. 
This technique allows for a pre-placement questionnaire, the fam- 
ily use of the product for a week or two, and a post-placement 
questionnaire. We have used this technique on new products as 
well as products in use, and the frame of reference varies from 
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recipe suggestions to likes and dislikes, leading to the possibility 
of advertising themes and packaging suggestions. 

Fourth is our panel technique. Each day our data gatherers 
are in the field they meet for approximately one and one-half 
hours at a hotel. The panel, consisting of ten or twelve data gath- 
erers in each area, is led by an experienced and trained panel 
leader. The panel is presented with what we call verbal situations 
and allowed to react. These panels are taped and later analyzed in 
a qualitative dimension. 

We have now done about sixty reports. In the food category, 
we have made investigations in cake mixes, candy, carbonated 
beverages, cereals, coffee, cooking oils and solid shortening, 
evaporated milk, fizzies, frozen meat, fruit juices, rice, peanut 
butter, soup and syrup. In the non-food category, we have made 
inquiry into appliances, automobiles, bedroom furniture, blankets, 
hair spray, men’s suits, women’s shoes and others. 

Whenever I am presenting material I sometimes find that the 
reaction to what I have presented is of one of two varieties: either, 
‘‘We previously knew what you are telling us and, therefore, this 
is a waste of time;’’ the other reaction is, ‘‘We disagree, based 
upon our findings, with what you are telling us and, therefore, you 
are wrong.’’ 

In my opinion both of these comments merely reflect an atti- 
tude of the negative variety. Looking at these same comments in 
a more positive way, if we confirm what is previously known then 
the knowledge is more solidly entrenched. If we suggest an alter- 
native hypothesis then it would appear as if further investigation 
is warranted. 


GENERALIZATIONS 


I will discuss some examples of our findings under the follow- 
ing headings: 1) The relative role of the male vs. the female, 2) 
Market segmentation, 3) Brand switching and brand loyalty, 4) 
Trend spotting, 5) Recipes, and 6) Product awareness and pur- 
chasing. 


The Relative Role of the Male Vs.the Female 


The relative role of the husband and wife varies from product 
to product, and is not always related to a priori guesses. Hus- 
bands play a role in food shopping, in adding to purchases, and in 
expressing brand preferences. Perfumes are given to women as 
gifts but purchased by men. More antacids are purchased by fe- 
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males in supermarkets but more antacids are purchased by males 
in drug stores. In major appliances, wives do not reflect the atti- 
tude of husbands that husbands report, and both do not agree on the 
respective influence in appliance purchase. Wives are more in- 
fluential in initiating the purchase but husbands influence the brand 
decision, Husbands vary in their importance and are very impor- 
tant in television purchases, but even exercise some importance 
in the purchase of washing machines. 

Males and females have different attitudes toward soap with the 
man favoring the deodorant type and the female favoring the com- 
plexion or beauty soap. Although in the minority of cases, but 
none the less a considerable portion of the market, different type 
soaps are used by husband and wife. Some females regard the 
deodorant as personal, especially depending upon the type of ap- 
plication, and again in a segment of the market, small but sizable, 
separate deodorants are used. 

Women have been found to exert quite an influence in the pur- 
chase of men’s suits and it would appear that general merchandis- 
ing and advertising practice has not recognized the extent to which 
this exists. 

Women tend to purchase gasoline by the dollar rather than the 
gallon, and even when the husband uses a premium gasoline are 
likely to purchase the regular brand. 

We can go on and on in reporting the relative role of a husband 
and wife in purchasing. It is not always as present practice as- 
sumes. Further, we have found, as a few others, that the male and 
the female do not correctly report the others’ attitude. 


Market Segmentation 


Such characteristics as age, income, education, are obviously 
important, but we have begun to find that other market segmenta- 
tions transcend. For example, it is a fact that higher income 
groups carry more life insurance. However, we have analyzed 
data by equating for the factor of income and then find a heavy in- 
sured group vs. a light insured group with interesting differences. 
Knowing the characteristics of the heavy insured group compared 
to the light insured group regardless of income could result in 
paying attention to prospects who are most predisposed toward 
insurance purchases. 

I will merely mention in the time allocated four varieties of 
market segmentation. 
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1. The heavy vs. the light user—soup, carbonated beverages, 
antacids, cameras. 

2. The convenience or instant user—coffee, rice, frozenmeats, 
juices. 

3. The multiple brand user—cake mix, soap, gasoline. 

4. The health addict (nositive vs. negative approach)—deodor- 
ants, cooking oil, candy, mattresses, dog food. 


Brand Swtiching and Brand Loyalty 


We have ‘“‘invented’’ a method which we call ‘‘forced brand 
switching.’’ Briefly we determine the brand now being used and 
the attitudes towards it. We then ask the shopper to purchase any 
one but the one last purchased or used most often. In return, she 
will receive X cents. Upon her return, she is interviewed as to 
why she bought the brand she switched to. Forcing a switch is 
naturally a laboratory situation, but the advantage of an experi- 
ment is that it allows for observation under controlled conditions 
and some of the findings can lead to knowledge that otherwise 
would be difficult to obtain. We specifically did this in the field of 
catsup, and our preliminary findings indicate that direction of the 
switch goes toward the highest share of the market. We have 
many interesting speculations based upon these findings. 

We have also inventoried in many products the brand now used, 
the brand formerly used, the brand intended to buy, as well as the 
reasons. We find that while this varies from product to product 
that some products are much more stable than others. In addition, 
we find that there are specifically brand loyal people, but that 
there are multiple brand users and brand switchers. 

For example, in soaps approximately one-fourth of the market 
of female purchasers are brand switchers, The major reason in 
this group is that they switch to whatever is on sale or cheapest. 
However, curiosity, desire for variety, using coupons, searching 
for a satisfactory soap (psychological), and advertising promote 
brand switching. 

In automobiles and appliances satisfactory past experience is 
the major factor in not contributing to a brand switch. However, 
styling and price advantage are major factors in brand switching. 
We also find a curious cycle in the brand switching among the 
three low priced cars. 

Sometimes brand switching indicates a pattern. For example, 
in February of this year we reported that Duncan Hines showed a 
comparatively high rate of recent usage. When we combined this 
with other factors, we drew the conclusion that Duncan Hines was 
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on the rise. For this we were severely criticized and yet in June, 
Duncan Hines was reported as in first place even though it did not 
have national distribution. I wish to publicly state that I did not 
buy all the Duncan Hines to establish this fact to support our 
findings. 


Trend Spotting 


I have just indicated that we spotted the trend toward Duncan 
Hines. We have been able to spot trends in cigarettes. We are 
hopefully experimenting with a number of techniques of the sales 
predictor variety. 


Recipes 


Whether it be canned milk, candy, cake mixes, or soup, a cer- 
tain segment of the market is interested in recipes. For example, 
in the cake mix market approximately two-thirds of the population 
rarely or never changes the ingredients. Twenty per cent change 
them sometimes; and the remaining 15 per cent say they do almost 
always. In other words, about one-third of the market is inter- 
ested in changing a recipe, but the other two-thirds want it fool- 
proof. 

We have heard a lot of nonsense about the guilt feelings in con- 
nection with not making a cake the way mother used to. I prefer 
to put these notions in the category of spoofing hypotheses. 

With candy, we find that women who report that they eat candy 
daily are much more likely to use candy in recipes than others. 

Magazines are an important source of recipes and the ad is a 
believable recipe source. Many of our studies show about the 
same ratio. Roughly, the source of recipe advertising is in the 
order of 55 per cent for magazines, 30 per cent for newspapers, 
and 15 per cent for television. 

A pictorial presentation of a recipe must be believable and 
realistic to the potential user. Recipes that are clearly under- 
stood are used. 


National vs. Store Brands 


Panel discussions indicate: 


a) store brands have a low-price image. 
b) store brands are not felt to measure up to national 
brand quality. 
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c) some store brands, however, do compete in quality. 
d) some consumers feel chains often overstock their own 
brands and not enough of national brands. 


Store brands are prominent among frozen meat dishes (seven 
per cent of last use) especially in pot pies and separate meats. 
Users are more familia: than non-users with store brands of 
frozen meats. This suggests that there is a relationship, in pur- 
chase of this product, between store loyalty and use of store 
brands. (Related to this is the finding that acceptance of store 
fresh meats and store loyalty are highly correlated.) 


Product Awareness and Purchases 


We find a very interesting relationship existing between brand 
awareness and product use. To crudely generalize, this applies 
in frozen foods, insurance, Christmas cards, etc. Roughly speak- 
ing, brand usage seems to be geometrically related to brand 
awareness. Usage unit increase is at a faster rate than brand 
awareness. The implications are quite clear. Advertising pro- 
duces an awareness which results in an image of acceptability and 
the usage of the product. 
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SMALL CARS: ARE THEY 
HERE TO STAY? 


ALBERT E, SINDLINGER* 
Sindlinger and Company, Inc. 


S background, let me take a few minutes now to outline what our 

organization does. Our business is to objectively measure and 

report on a continuous and comparable basis the daily activity of 
the U. S. population: 


1. To report what people know and do and what they will prob- 
ably do, 

2. To measure and report the duplicated and unduplicated 
audiences of the various communicating media, 

To measure reactions to various forms of stimuli, 

To record yesterday’s purchases of specific products, and 
To estimate tomorrow’s sales potential through recording 
the consumer’s plans to buy specific products. 


We utilize each ‘‘today’’ to measure what people did ‘‘yester- 
day’’ and what they will probably do tomorrow, for we interview 
nationwide on a continuous and daily basis- every day of every 
week, For subjects covered and reported see Exhibit I. Saturday, 
December 26th, we started our 240th week of continuous daily in- 
terviewing. We have over 1.5 million interviews on file in Ridley 
Park. 

We operate within a basic probability sample of 287 U. S. coun- 
ties that group into 187 markets (Exhibit II). We maintain a per- 
manent field staff of over 360 trained interviewers, the average 
tenure of whom is 2.7 years (See Exhibit III). For more detail on 


*Albert E. Sindlinger is President of Sindlinger and Company, Inc., a firm 
which he established in 1948. Prior to the formation of his own company, Mr. 
Sindlinger had served as Executive Vice President of Audience Research, Inc., 
and as Director of Promotion and Advertising for the March of Time of Time, 
Inc. 
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EXHIBIT I 


PRINCIPAL ACTIVITIES OF SINDLINGER & COMPANY 


Sindlinger uses today to measure what people did yesterday, and what they will probably do 
tomorrow. 


Interviewing is conducted every day of the week ... currently at a rate of not less than , 
1,500 interviews a day ... more than 10,800 a week, over 500,000 a year. 


PRIMARY DATA AREAS CONTINUOUSLY MEASURED 


Radio Cigarettes Houses P 
Television Soaps and Detergents Automobiles 
Newspapers Automobiles Major Appliances 

Magazines Clothing and Apparel Major Apparel Items 

Sunday Supplements Other Textiles Other Textiles 

Direct Mail Vacation and Travel Floor Coverings 


Theatre Screen (Numerous food, drug, Vacation and Travel 
Advertising and grocery items) Home Furnishings 


Outdoor Posters } 


Other Data A Types 
Other Activities of 


Motion Pictures Talk-About 

Sports Attended Attitudes on the Economy 
Sports Participated Stock Market 

Book Reading Personality Appeal 
Automobile Riding Special Studies 
Shopping 


Design of the Questionnaires (Units) 

1, Every week a minimum of nine questionnaires (units) are put into the field. 

2. For each unit a random sample of approximately 1,400 households is assigned. 

3. Each unit yields 1,200+ completed interviews each week. P 


4. Questions on each subject area are carried on one or more units as determined by the 
sample size needed to reach an acceptable tolerance and confidence leVel for the 
statistic being measured. 
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EXHIBIT I 


THE BASIC SAMPLE 


The Sindlinger Basic Sample is a national multi-stage, random probability sample: 


- A sample of Primary Sampling Units (U.S. Counties). 


- A sub-sample of all telephone households in each sample county. 


- A sub-sample of individuals within sample households. 


Selection of the Primary Sampling Units 


Sindlinger 
Universe Sample 
Markets Counties Markets Counties 

2,944 3,073 187 287 
Region 

Midwest ....... 1,189 1,233 66 100 

1,161 1,183 64 15 

Markets 

Metropolitan ............. 162 280 80 179 

Non-Metropolitan Urban ... 436 447 31 32 

2,346 2, 346 16 16 
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EXHIBIT If 


SAMPLE PLACES & FIELD STAFF 


This map shows the location of the 287 U.S. counties that group into 187 markets 
which make up the Sindlinger Sample: 

80 sample places are in metropolitan A, B, C, & D' markets, 

31 . = . " non-metropolitan but urban D & E markets, and 


rural county markets. 


Within the 287 sample counties, Sindlinger & Company maintains a trained staff 
of over 360 permanent interviewers. The average tenure of the Sindlinger field 
staff is 2.7 years. Each of the permanent staff members has one or two alter- 
nates to take over when staff members take a day(s) off or for peak loads. 


our operation such as the sample and our developed use of the 
telephone interviewing technique, we have a number of technical 
papers available. You may be interested in a reprint from the 
December, 1958, BUSINESS RECORD published by the National 
Industrial Conference Board. The Technical Appendix explains 
the sample and interviewing procedures utilized by our organiza- 
tion for the data we supply each week and month under the con- 
tinuing arrangement we have with Newsweek and the National In- 
dustrial Conference Board. The material was prepared for NICB 
by Dr. J. Stevens Stock, one of the country’s outstanding sampling 
statisticians. 
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Our Buying Plans Studies are different from others in this 
field. We limit buying plan measurements to a dimension within 
six months rather than to one of the ‘‘next year,’’ and our inter- 
viewing is conducted daily and continuously with weekly reports. 
Our experimental work in the buying plan field in 1955 and 1956 
dictated to us that buying plans beyond a dimension of six months 
were so unrelated to actual buying performance that the data were 
invalid. Our experience has shown that in today’s economy, peo- 
ple do not know a year in advance what they are going to do with 
any reliable degree of accuracy, for people are too easily influ- 
enced by advertising and by ideas, be they good or bad. 

In all of our work yearly projections are determined only from 
short-term buying plans, i.e., next week, next month, next two 
months, next three months, next six months. Such a procedure is 
possible only through daily, continuous interviewing and reporting 
which permits dynamic observation of market trends. We have in 
preparation a paper to be released soon which demonstrates the 
validity of the short-term buying plans concept. 

Our correlation between automobile plans-to-buy and actual 
purchases, i.e., do people do what they say they plan to do, is: 


.96 for next week plans-to-buy 

.92 for next month plans-to-buy 

.88 for next two months plans-to-buy 
.76 for next three months plans-to-buy 
.67 for next six months plans-to-buy 
.38 for six months to year 


Our automobile clients, over the past two years, find our data by 
makes of automobiles planned-to-buy extremely reliable as a 
forecasting tool. In fact, next months plans correlate with next 
two months sales by better than 90 per cent—except when you have 
a steel strike. 

Under our continuing buying plan arrangement with Newsweek 
and the National Industrial Conference Board we report only in- 
dustry total data and all figures are reported as an index; no data 
is reported by make. For the NICB we interview over 1200 each 
week, over 60,000 each year, and we are now in our second year 
of weekly and monthly reporting. For our automobile clients we 
report projected figures by makes (See Exhibit IV for a list of 
our reports for the automotive industry). For this automotive re- 
porting, which is separate and independent of the NICB reporting, 
we utilize a weekly sample of over 5,000, over 20,000 a month, 
over 250,000 a year. 


| 
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EXHIBIT IV 


THE COMPLETE AUTOMOBILE PACKAGE 


Sindlinger & Company publish the following reports for the automobile industry: 


Monthly BUYING PLANS & EXPECTATIONS .......... Series B 
Monthly BUYING PLAN CHARACTERISTICS .......... Series C 


Quarterly NEW AUTOMOBILE BUYING PLANS 
Series D 


Monthly EXPOSURE TO 1960 AUTOMOBILES ......... Series E 
Monthly ATTITUDES & OPINIONS OF NEW AUTOMOBILES Series F 
Quarterly AUTOMOBILE INVENTORY .........-esee0- Series G 


Weekly ATTITUDES & OPINIONS AMERICAN 


Quarterly TRADE-IN ACTIVITY .........cceeeeeee Series I 


We started our automobile reporting service in July, 1957, aft- 
er several years of experimental work. For a correlation between 
plans-to-buy by months and actual purchases by months, see Ex- 
hibit V. In order to maintain complete independence and objec- 
tivity in our automotive reporting, we do not make our service 
available to any automobile client on an exclusive basis. All auto- 
mobile clients receive the same information at the same time. 
The important figures are released weekly—within six days fol- 
lowing the interviewing week. 

If you will refer to Exhibits V and VI, you will note a very close 
correlation between month-by-month plans and plans to buy cer-= 
tain 1960 models were consummated in August and September be- 
cause of fear of shortages. In November and for the first three 
weeks in December we find purchases lagging behind plans be- 
cause people are telling our field staff that they are now post- 
poning because: 

1. financial impact through loss of work, 

2. can’t get the cars or models they want, 

3. can’t make good trade-ins. 
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EXHIBIT V 


Relationship Between Plans To Buy And Actual Purchases 


MONTHLY 


IN THOUSANDS OF NEW AUTOMOBILES 


MAMJJASONOD 
1988» | 


Tre chart above, plotted from the figures presented on the following page, relates monthly 


average buying plans of new automobiles to monthly average purchases of new automobiles. 


The solid line represents “Yes” plans to buy; the dotted line represents actual purchases, 
as determined from daily interviewing. 


How To Read: 


The solid line shows 468,000 new automobiles are planned for purchase in December 1959. The 
December figure is based upon November interviewing; i.e., plan to buy next month. 


The dotted line shows 470,000 new automobiles purchased in October 1959 --- a figure bas<d 
upon November interviewing; i.e., purchased during past month. 


NOTE: MONTHLY FIGURES ARE NOT PRECISELY RELATED TO CALENDAR DAYS FOR THE MONTH, AS INTERVIEWING IS 
CONDUCTED DAILY THROUGHOUT THE MONTH. THE FIGURES, THEREFORE, BECOME AN AVERAGE FOR THE 
PERIOD OF THE INTERVIEWING MONTH. 
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EXHIBIT VI 


RELATIONSHIP BETWEEN PLANS TO BUY AND ACTUAL PURCHASES 
ON A MONTHLY EASIS 


NOTE: The data on this page, and the chart on the previous page, should be read as the 
footnote indicates. The months do not correspond to the interviewing months, as all 
other data are presented. 


Difference Between 
“Yes” Plans To 
Purchased Plans To Buy And Actual Purchases 


During Period For Period On_A Montt ly Basis 
1958 
322, 000'/ 326, 0007/ 
290, 000 291,000 
299, 000 297, 000 


304, 000 305,000 


304, 000 274, 000 
346, 000 369, 000 
308, 000 312, 000 


319, 000 318, 000 


279, 000 260, 000 
191, 000 181, 000 
187, 000 179, 000 


-1% 
3% 


3rd Quarter Average 219, 000 207, 000 


241, 000 220, 000 
November .... 346, 000 322, 000 
December 458, 000 373, 000 


4th Quarter Average 348, 000 305, 000 


a 


402, 000 390, 000 
378, 000 375, 000 
487, 000 403, 000 


422,000 389, 000 


515, 000 516, 000 
556, 000 521,000 
594, 000 548, 000 


555, 000 528,000 


495, 000 525, 000 
531, 000 404, 000 431.4% )stegl 
581,000 414, 000 +40. 3% )Buying 


3rd Quarter Average 536, 000 448, 000 +19. 6% 


October . 470, 000 497, 000 - 5.4% 
November XXX 465, 000 XXX 
468, 000 XXX 
4th Quarter Average 477, 000 XxX 

1/ 


THE JANUARY FIGURE OF 322,000 REPRESENTS THE AVERAGE OF FEBRUARY INTERVIEWING AMONG HOUSEHOLDS 
WHERE THE RESPONDENT REPORTED PURCHASE OF NEW AUTOMOBILES DURING THE PAST MONTH. 


2/ sue JANUARY FIGURE OF 326,000 REPRESENTS THE AVERAGE OF DECEMBER INTERVIEWING AMONG HOUSEHOLDS 


WHERE THE RESPONDENT REPORTED PLANS TO BUY WITHIN NEXT MONTH. 
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Ist Quarter Average + 13% 
9% 
JUNE + 13% 
2nd Quarter Average - 
8% 
September - 93% 
- 
- 
- 
-18.6% 
-12. 4% 
1959 
ccc - 3.% 
-17. 2% 
Ist Quarter Average 7.8% 
cc - 1.% 
@nd Quarter Average 4.9% 
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Later we will show what the steel strike has cost the automobile 
industry and the nation’s economy. In our remaining time we think 
we will show you that small cars are here to stay. 

In all of our services, like automobiles, cigarettes, movies, 
television, newspapers, magazines, stock market, etc., one of our 
basic measurements is the volume of daily or weekly talk-about, 
and what people talk about. The talk-about measurement is con- 
sidered an important one because of the theory that what people 
talk about mirrors what they think about, and what people think 
about reflects what they might do. Exhibit VII shows the past 
three-year trend in daily talk-about automobiles. For each year, 
you will note—as you would expect—peak talk-about is prior to new 
model time. In 1958 it was the Buick that shot talk-about up to 75 
million in early October. It is interesting to note that the level of 
talk-about throughout spring and summer of 1959 was more than 
double that for the comparable period of the preceding two years. 
However, it is lagging this December as compared to a year ago. 

Since September of this year, about one-third of the daily total 
talk-about automobiles was devoted to the Big Three compact or 
small cars. To appraise the volume and degree of talk-about of 
all compact cars see Exhibit VIII, Favorable talk-about, as you 
can see, was up to 49 per cent the first week in December. Prior 
to the Big Three showings, from July through September, most 
talk-about centered around economy of operation and wonderment 
as to how much the Big Three compact cars would cost. Most peo- 
ple thought or hoped they would cost between $1,800 and $2,000. 
Very few people, prior to their showings, thought they would cost 
more than $2,000. 

While early in October the high price of the Big Three small 
cars came in for most of the discussion, by the end of October, 
most talk-about centered around comparisons of various features 
of the models and about their economy value. By early November, 
few people were discussing the fact that the Big Three cars would 
cost more than $2,000. It was clear from our interviewing that 
those people who expected an $1,800 to $2,000 American car were 
shopping the imports. 

Now, let’s trace the short history of the market for small cars. 
While there was some industry consideration about a small or 
compact car in mid-1957, our interviewing then did not show any 
real important market for a small car, certainly not a Detroit 
small car. This was the period when interviewing showed that 
most people wanted bigger, longer, and more colorful cars, which 
is what the public got. By the end of 1957 we could only find 
about 200,000 imported cars (projected from our sample) and 
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buying plans for imported cars were only 3.4 per cent of all plans. 
Owners of imports in 1957 were of two extreme groups, the low 
income professional and high income sports car enthusiast. 

In March, 1958, we first began to report a market for the 
small car. About 8.4 per cent of all buying plans were in this 
group. You will recall that March, 1958, was our period of re- 
cession, and it was at this time that we first observed and reported 
a change from ‘‘bigger and longer cars’’ to ‘“‘smaller and more 


EXHIBIT VII 


si TREND IN AVERAGE DAILY TALK ABOUT AUTOMOBILES: 


IN MILLIONS OF PERSONS 


8 522295 i2 1926 5 1926 2 9 1623307 21264 1625 2 9 162330 6 1320273 1017 24! 15 22295 121926 3 0 IT 2438 


1959 


new automobiles, on a continuous and daily basis, since May 1957. In addition to measuring 

the volume of conversation, the subjects discussed have been recorded The chart above 

shows the volume of average daily talk about new automobiles for the past 136 weeks’ Ref- 
erence is to the population of the U.S. of the age 12 years and older 


Sindlinger & Company has been measuring the volume of the U.S. public’s conversation about | 


During this reporting period, average daily talk about automobiles of 49.9-million is 
approximately 5-million below the volume of talk-about for the comparable period last year 
and approximately 2-million below the figure for the preceding week. 
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EXHIBIT 


TALK- ABOUT COMPACT OR SMALL CARS DURING PAST WEEK 


Number Percent Favorable Unfavorable 
(000) 
Interviewing Week Ending Friday -- 

16,744 18.0 31. 4% 9. 4% 

18, 529 19.9 35.0 9.1 

18, 497 19.9 37.8 12.6 
31, 19, 367 20.8 35.5 14.2 
14, 19, 340 20.8 37.1 12.9 

21, 20, 118 21.6 37.3 14.0 

28, 20, 166 21.7 40.6 12.8 
4; 18, 223 19.6 38.5 12.9 
26, 734 28.7 29.1 10.8 

26,607 28.6 36.0 8.6 

25, 29, 246 31.4 38.8 10.6 
33, 326 35.8 38.7 10.1 
9, 40, 518 43.6 33,1 14.7 

16, 43,458 46.7 38.3 18.9 

23, 37, 865 40.7 39.1 21.5 

30, 36, 884 39.7 46.9 21.0 
6, 1060 36,177 38.9 48.0 22.4 

20, te 31,629 34.0 44.4 19.5 

December 4, 1060 ccccocsccccccccccce 27, 967 30.1 49.0 17.6 


economical cars.’’ The Edsel, for example, was caught in this 
change. By June, 1958, our projected sample revealed 686,000 
households who owned 773,000 imported cars. Plans to buy small 
cars (i.e., foreign and Rambler especially) had jumped to 13.6 
per cent of all buying plans. You will see in Exhibit IX how small 
car buying plans have jumped in two years from 3.4 per cent in 
December, 1957, to 30.5 per cent in December, 1959. 

Now that Detroit is going all out with the compact car—how will 
this affect the import market? The steady increase in import 


| 
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plans to buy both ‘‘yes’’ and “‘maybe’’ throughout 1958 and the 
leveling off throughout 1959 can be seen in Exhibit X. Since June, 
1958, the import share of all plans to buy has been running over 
9 per cent: 9.2 in June, 9.3 in July, 9.6 in August, 9.7 in Septem- 
ber, 9.2 in October, 9.9 in November, and up to 10.7 in December, 
1958. This year the import share of all plans to buy has been 
running at: 9.1 per cent for the first 1959 quarter, 8.5 per cent 
for the second 1959 quarter, 8.9 per cent for the third 1959 quar- 
ter, and 8.9 per cent for the fourth 1959 quarter. Actual import 
share of sales the past two years has followed almost exactly the 
plan-to-buy share which we have just presented. 

If Detroit could or had produced a compact or small car in the 
$1800 to $2000 price range, there is no question that the import 
market could be reduced: 


1. The American compact car is not going to cut heavily into 


the import market because of its price range. 
2. The import market in the U. S. appears to have leveled off 


EXHIBIT IX 


PLAN TO BUY SMALL CARS WITHIN NEXT SIX MONTHS 
PERCENT SHARE OF ALL PLANS TO BUY 
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EXHIBIT X 


$00,000 GUY IMPORTED CARS IM NEXT sm monT Hs 


gf 


xs 
XSL) 
REN 
1908 | 


at an annual rate of about 500,000 units. Our experience in meas- 
uring import plans vs import sales is that about 7° per cent of 
‘‘ves’’ and ‘‘maybe’’ six-month plans actually turn into sales. 

However, there is much evidence that the existence of the 
American compact car has cut into the expansion of the import in 
the American market. Nevertheless, there is a definite 8 to 10 
per cent share of the market for imports. This fact is confirmed 
by many sources, which reveal: 

1. About 30 per cent of the import market is there through 
sheer economy and the low initial and operating costs. 

2. About 55 per cent of the import market comes from the 
‘fromance’’ of owning and driving a foreign car. 

3. And, about 15 per cent of import market comes from people 
who believe in the superiority of the workmanship of the import 
over the American automobile. 


As stated, our evidence to date indicates that the import share 
of the U. S. market has leveled off. But if you will look at Exhibit 
XI, you will see that ‘‘next six months’’ buying plan units for all 
small cars, including the imports, during the past two years has 
increased from less than 200,000 units in January, 1958, to over 
1,200,000 units this month. Since the import plans to buy have 
leveled off, this means that the increase inthe small car market is 
coming from Detroit, i.e., the Rambler, the Lark, the Corvair, the 
Falcon, and the Valiant. To visualize what the Big Three’s enter- 
ing the compact field has added to the market, consider Exhibit XII. 


| |! | | 
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EXHIBIT XI 


| 


IN THOUSANDS 


CELE 
1958 


EXHIBIT XII 


THREE” SHALL CARS NEXT SIX MONTHS 


+ 


300,000 


4 


250,000 


200,000 


| 
| 
| 
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100,000- 


$0,000 
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As previously stated, in 1957 our daily interviewing revealed 
there was really no major market for a small American car, But 
as you can see in Exhibit XIII, the number of people since July 
1959, who would consider buying an American small or compact 
car is sizeable and consistent—over 40 per cent. This does not 
mean that 40 per cent of new car buyers will buy compact cars; it 
simply means that 40 per cent would consider them. By contrast, 
two years ago less than 4 per cent of new car buyers and less than 
10 per cent of all people would even consider buying a small car. 

Who is going to buy these American compact or small cars? 
During the month of November, we asked everyone interviewed for 
automotive reporting this question: 

If you ever decided to purchase a new American compact or 
economy car, would it be used as a second or additional car in 
your household, or would it be used as the only car in your house- 
hold? 

The tabulations were: 44.1 per cent would use as a second car 
or ‘‘more’’ car, and 40.2 per cent would use as an only car. 

But what is more significant is the fact that within households 
who had plans to buy new automobiles within the next six months: 
57.3 per cent would use as a second or “‘more’’ car, while 34.0 
per cent would use as an only car. This conclusion is being borne 
out in fact. For over 55 per cent of those people we have inter~ 
viewed who have purchased or ordered a compact car either be- 
came multi-car owners or replaced an ‘‘already-owned’’ second- 
ary car. 

This is significant, because it means that more than half of the 
compact cars will be ‘‘supplemental’’ rather than primary car 
replacements among single-car owning households. As would be 
expected, those who plan to buy supplemental compact cars are 
above average in income and slightly older than average in age. 
We find that the majority of people who plan to buy compact cars 
as their only automobile now own cars which were purchased used. 

There is no evidence so far that the new compact cars will cut 
into the medium price class or into the high price class. There is 
some evidence, however, that the compact car is cutting into the 
low price field. However, the evidence shows that single automo- 
bile compact car buying plans are going to cut in most on used 
cars. One of the basic appeals of the compact car to the young 
family group is that now they can buy a new car rather than a used 
car. One of the interesting aspects of our data is the fact that fe- 
males with plans to buy compact cars are more economy con- 
scious than males, whereas males tend to be more style and size 
conscious than females. When it comes to the imported car, how- 
ever, male preferences are more positive than those of females. 


| 
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EXHIBIT XII 


CONSIDERATION OF BUYING AN AMERICAN SMALL OR COMPACT CAR 


Interviewing Week Ending Friday -- 


July 3, 1959 36, 178 
35, 460 
37, 646 
38,029 
40, 209 


wnouwre © 


39, 129 
40, 646 
41, 068 
40, 669 


38,720 
39, 162 
42, 854 
43, 106 


.4 
.6 
.0 


41,726 
38,529 
40, 133 
40, 033 
39,547 


© 


40, 668 
42,465 
41,107 
41,388 


© Aan 


During the third quarter of 1959 our interviewing revealed that 
54,136,000 automobiles were in use by one or more household 
members. Although 1958 was considered a bad year, our data 
show that since 1957 the gain in the number of automobiles in use, 
quarter by quarter, is increasing in relation to scrapage. In other 
words, contrary to what people might think, automobiles are last- 
ing longer with better roads. Now with the introduction of the 
compact car, with over half of the planned compact car purchases 
being scheduled for second-car usage, there will be more multi- 
car-owning households. The increase in automobiles in use will 


38. 
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be accelerated in the next few years, thus creating further traffic 
problems 

And there is another significant traffic trend we have been ob- 
serving. In 1956, during the average day, the average automobile 
rider rode for an average of 1 hour and 10 minutes and the aver- 
age carload was 2.2 persons. Today, the average rider is ina 
car for 1 hour and 25 minutes; and the average carload is 1.8 per- 
sons. Thus, people are riding longer each day, with less people to 
the car, meaning more cars in use on the highway for longer times 
and more traffic. The compact car is going to add to traffic con- 
fusion even though the cars are smaller. And, whoever plans for 
the traffic future is going to have to consider the added burden 
which will be created by the introduction and acceptance of the 
compact car. 

This is the season of the year for predictions for the coming 
year. One may hear 7 to 7.5 million automobiles predicted for 
1960. As we have so carefully explained, our experience which is 
based upon objective and dynamic buying plan interviewing does 
not justify year-ahead predictions. If you will refer again to Ex- 
hibit V, you will see how plans to buy and actual sales in late 1958 
and through August 1959 were on a steady increase. You will note 
that buying plans in April-May-June and July of 1959 were well 
over 500,000 monthly or over 6,500,000 annually. 

Most of the dip in plans to buy in Augu:‘ and September of this 
year, our tabulations show, came. from people whose occupation 
was associated with the steel industry in one way or another. 
While actual sales held up temporarily during this period by peo- 
ple who moved up their buying plans for fear of shortages, you all 
know what has happened to sales in November and December, when 
they should be up, especially in a year that most people like the 
new models. 

Our interviewing for the first three weeks in December shows 
that automobile purchases this month are 32 per cent below last 
December. This year’s December sales should have been 25 per 
cent ahead of last December, based upon plans to buy, instead of 
32 per cent below. Of course, the shortage of steel has created 
much of this loss and much of the loss may be temporary. But an 
automobile not sold ‘‘today’’ is not necessarily going to be sold 
‘‘tomorrow.’’ 

Last July we were measuring 45,000 plans to buy new and used 
automobiles among employees of the steel industry alone. For the 
past three months we can’t find enough plans to buy among the 
employees of the steel industry to record. For my talk today we 
had our tabulating department check last summer’s plans to buy 
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with November and December plans among those with occupations 
related to the steel industry. They came up with the estimate that 
within this classification alone there has been a loss of over one 
million buying plan units. 

Certainly, with the availability of automobiles in showrooms 
the automobile market will come back. But we are not so sure at 
this moment, based upon the past month’s interviewing, that 
available stocks are immediately going to bring back a market of 
over 500,000 monthly. There is great fear among potential car 
buyers that the steel strike will be resumed, thereby affecting 
their personal economy further. 

A renewed steel strike for any length could bring the automo- 
tive market down to close to 400,000 monthly, which is what it was 
last week. On the other hand, from all the data which we have 
shown you during the past 20 minutes, if the steel strike can be 
settled soon, you can see that 1960 could be a great year for the 
automobile industry and the national economy. But one thing is 
certain. From what we observe, the small car, the economy car, 
or the compact car is here to stay. 


MARKETING MANAGEMENT 
DECISION SIMULATION 


TEACHING MARKETING VIA 
SIMULATION 


E. WAINRIGHT MARTIN, JR.* 
Indiana University 


NE of the most stimulating developments in the techniques 
associated with education of future management has been the 
recent introduction of the technique of decision-making simulation. 
Known by many names—the Executive Game, Management Deci- 
sion-Making Laboratory, Management Decision Simulation,—the 
technique actually includes a wide variety of somewhat dissimilar 
exercises in decision-making. Although I have made no attempt to 
count them, judging from the current activity in this area I would 
estimate that there are over one hundred different simulation 
exercises in use today. 

Simulation has been used for years by the military in the form 
of war games. However, the use of this technique in management 
education is a relatively recent development, beginning about four 
years ago with the development of a top management game by the 
American Management Association, ! 

Because of their competitive nature and their historical devel- 
opment from military war games, the simulation techniques are 
frequently referred to as ‘‘games.’’ The recreational connotation 
of the word game is occasionally detrimental to the effective use 
of the technique, so I prefer to use the more awkward term simu- 
lation. 

Although each of the various simulations that are in use is dif- 


*E, Wainright Martin, Jr. is Associate Professor of Business Administration 
at Indiana University. He joined the business faculty at Indiana in 1956. Prior to 
this time he was associated with the International Business Machine Corporation. 
Mr. Martin’s undergraduate training was in electrical engineering at Georgia In- 
stitute of Technology. He holds the M.A, and Ph.D. degrees from Ohio State Uni- 
versity. 

1. For a description of this simulation and a discussion of the considerations 
involved in its development, see Marting, Elizabeth (Editor), Top Management 
Decision Simulation: The AMA Approach. The American Management Association, 
New York, 1957. 
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ferent from all the rest and the over-all technique embraces ex- 
tremely wide variations, it is helpful for illustrative purposes to 
consider a particular simulation exercise and how itis used. 


ILLUSTRATION OF A SIMULATION 


As an example of a simulation exercise, let us consider the 
Indiana University Executive Decision Simulation. In this exer- 
cise the participants are divided into teams, each of which repre- 
sents the management of an individual firm which is directly 
competing with the other firms for sales and profits through 
periodic decision-making associated with producing and selling a 
single consumer product. For each decision period, which repre- 
sents one quarter of operations, the management of each firm 
must set its price, decide how many units to produce, specify its 
marketing budget, allocate funds for research and development, 
and decide whether or not to invest in additional plant capacity. 
Once each year each firm must bargain with the union to deter- 
mine its labor rate for the succeeding year. 

The decisions of the competing teams are simultaneously en- 
tered into an electronic computer® which uses a set of mathemat- 
ical formulas involving the decisions to simulate the action of the 
market and prepare for each firm a confidential report similar to 
the usual income statement and balance sheet. The computer 
utilizes the entire history of price, marketing budgets, and re- 
search and development budgets to compute an index of product 
attractiveness for each firm. An industry demand index, which is 
used to simulate fluctuations in economic activity, is combined 
with the average product attractiveness to determine the total 
potential market for the industry. Then on the basis of the indi- 
vidual product attractiveness indices, this total potential market 
is. allocated to the competing firms. The machine adds beginning 
inventory and production to obtain goods available for sale, and 
substracts potential sales from this figure to determine the ending 
inventory. If the potential sales are larger than the goods avail- 
able for sale, the excess potential sales are lost and there is no 
ending inventory, since a firm cannot sell goods that it does not 
have. Incidentally, if a firm cannot fully satisfy its demand, a 
major portion of the excess demand will accrue to its competitors. 


2. The author’s modification of the UCLA Executive Game II which was de- 
veloped by Professor James R. Jackson and associates. 

3. An IBM type 650 Magnetic Drum Electronic Data Processing Machine with 
magnetic core storage and index accumulators. 
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Units sold multiplied by price give sales income, and the 
various expenses are determined by production volume and its 
relationship to capacity, the labor rate, raw material costs, budg- 
eted marketing and research and development expenses, deprecia- 
tion, federal income tax, and so forth to obtain the report for each 
team similar to the one shown in the following illustration. In ad- 
dition to the information peculiar to the firm to which the report 
refers, the lower portion of the report contains information con- 
cerning the entire industry, such as the price charged by each 
firm and rankings of sales, advertising, and product quality (which 
is determined by the history of research and development of the 
firm). 

Including the time required to punch the decisions into cards, 
compute the results, and print the reports for the individual teams, 
about seven or eight minutes elapse before the reports are re- 
turned to the individual teams. Then the teams are allowed fifteen 
or twenty minutes to analyze the information and to make their 
next set of decisions. In a period of five or six hours, fifteen to 
twenty sets of decisions can be completed, simulating four to five 
years of operations of the industry. After the conclusion of simu- 
lation, an evaluation session is held during which each team de- 
scribes its objectives and strategies, how it arrived at its deci- 
sions, and presents charts which reveal the firm’s performance. 
It is during this session that much of the learning takes place, for 
at this time the participants are able to view the performance of 
the entire industry so that they are able to see how the actions of 
others were related to their own results. 


VARIATIONS 


The simulation described above is an example of a top man- 
agement, total enterprise game refereed by an electronic com- 
puter utilizing a mathematical model in which the results are 
completely determined by the decisions. Although this illustra- 
tion is representative of an important and popular type of simula- 
tion exercise, there exist an impressive variety of significant 
variations in the simulation technique, so it is perhaps misleading 
to attempt to characterize this technique by means of any single 
illustration. This broad range of variations is of great practical 
importance, for it provides wide latitude for the development of 
simulation exercises suited to a broad range of subjects. Some of 
the more important variations will be discussed in the following 
paragraphs. 
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Firm 1 


Period 13 


PROFIT AND LOSS 


INCOME 


EXPENSE 
Direct Labor 
Material Cost 
Administration and Selling 
Advertising 
Research and Development 
Depreciation 
Miscellaneous 


Sales Revenue 


Subtotal 


Reduction in Inventory Value 


Total 


Profit Before Income Tax 
Addition to Income Tax Fund 
Net Profit After Income Tax 


924,571 
678,634 
368,538 
200,000 
200,000 
263,340 
209,917 

2,845,000 


110,074 


FINANCIAL CONDITION 


ASSETS 
Net Cash Assets 
Inventory Value 
Plant Net Book Value 


OWNERS EQUITY 


STATISTICAL INFORMATION 


Sales Volume 

Percent of Industry Sales 
Current Inventory Quantity 
Production Capacity Next Qtr 
Industry Demand Index 

Next Qtr Forecast Demand Index 
Next Yr Forecast Demand Index 
Raw Material Cost Per Unit 
Direct Labor Hrs Per Unit 
Labor Rate Per Hour 


Production Attained 


Firm Number 1 2 
Price 6.30 6.49 
Ranking 
Sales 3 2 
Advertising 4 3 
Product Quality 2 1 


510,005 
17.33 
180,459 
513,513 
113 
104 
106 
1.467 
.664 
3.01 


462,600 


ana 


3,213,032 


2,955,074 


257,958 
134,138 
123,820 


2,745,493 
419,026 
10,270, 260 


13,434,779 


6.35 6.69 


On 


f 

3 4 5 6 
6.55 6.65 
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SPECIAL INDUSTRY 


In the Indiana University Executive Decision Simulation no at- 
tempt is made to specify the industry which is being represented. 
However, it is possible to build a simulation exercise utilizing a 
specific industry as a model. For example, the Dayton Tire 
Simulation* which we will use later this afternoon is built around 
the tire industry, and a similar game developed by Dr. Greenlaw 
is based upon competition among grocery supermarkets. 


FUNCTIONAL EXERCISES 


Instead of adopting the viewpoint of top management, it is pos- 
sible to build the simulation exercise around a specific function, 
such as production or marketing, or to specialize it even further 
to represent a specific activity such as production scheduling or 
inventory control. Relatively simple, but exceedingly effective 
simulation exercises have been devised for production scheduling, 
finished goods inventory control, and base-level Air Force supply 
management. Furthermore, it is obviously possible to emphasize 
certain functional areas in a total enterprise game by breaking 
down the gross decisions in that area into further detail, so that 
the functional area itself becomes of paramount importance. For 
example, rather than merely specifying an over-all marketing 
budget, specific decisions could be required concerning allocation 
of sales effort, promotional techniques utilized, and advertising 
media. 


INTERACTION 


One of the features of most top management decision simula- 
tions is the fact that there is interaction between the decisions 
made by the various teams—the decisions made by one team affect 
the results of its competitors. However, in many of the games, 
especially those concerned with specialized areas, there is no 
interaction between the decisions of the various teams. Everyone 
performs against a standard environment, and the only competition 
involved is in terms of performance against these standard condi- 
tions. It may be noted that economically the interactive total 
enterprise game represents conditions of oligopoly in the market, 


4. See Greenlaw, Paul S., ‘‘Dayton Tire Simulation—A Marketing Game,’’ 
This proceedings, 
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while the non-interactive game more nearly simulates pure com- 
petition. 


RANDOMNESS 


When we examine actual business operations, we find that un- 
explained, and apparently random, fluctuations frequently occur in 
performance. For example, one advertising campaign will be 
quite successful, while another which is seemingly equivalent will 
be much less effective. One research and development program 
will be quite successful, while another will be a dismal failure. In 
the completely determined simulation, in which the decision vari- 
ables are substituted into mathematical formulas to determine the 
outcome, this realistic variation is eliminated and the results are 
smoothly linked to the decisions themselves. However, many of 
our recreational games (such as Monopoly) include this element of 
random variation by throwing dice or shuffling cards. By utilizing 
similar techniques, or by using random number tables in the ref- 
ereeing process, it is possible to introduce this random variation 
into the results of a simulation. One well-known total entierprise 
game,> for example, specifies the probability of obtaining a sale 
from a given customer on the basis of advertising, and determines 
the actual sales by comparing this probability with the next entry 
in a table of random numbers. Likewise, random number tables 
are frequently utilized in determining the payoff on research and 
development expenditures. 

From the viewpoint of educational value, it is questionable 
whether random variation should be introduced to make the situa- 
tion appear more realistic. There are, of course, situations in 
which this element of randomness is of crucial importance to the 
situation. For example, finished goods inventory control is rela- 
tively simple when both demand and production leadtime are com- 
pletely uniform. On the other hand, in some situations the intro- 
duction of uncertainty to provide additional realism may simply 
introduce complexity that obscures the basic relationships and 
thus makes it more difficult to learn from the situation. Learning 
can frequently take place more efficiently if the situation is re- 
duced to essentials so that the basic principles become more 
readily apparent. 


5. See G. R. Andlinger, ‘“‘Business Games—Play One!’’ Harvard Business 
Review, XXXVI (March - April, 1958), 115-25. 
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DEGREE OF ABSTRACTION 


Thus we come to another characteristic of simulation exer- 
cises in which there is quite a variation: the degree of abstraction 
involved. On the one hand, we have simulation exercises which 
attempt to represent management situations in considerable detail 
and with a maximum of realism. On the other hand, there are 
examples of games which, when viewed superficially, are quite 
unrealistic, but which include essential characteristics of impor- 
tant situations. The Operations Research group at Case Institute, 
for example, has devised a simulation® in which organizational 
problems may be investigated by restructuring firms which 
‘‘manufacture’’ English words from letters as raw materials, and 
sell these words by playing them on a game board in a manner 
similar to Scrabble. In situations in which both abstraction and 
realism have their individual advantages, it is difficult to decide 
how much realism is desirable to make the simulation most ef- 
fective. 


REFEREEING METHOD 


Various simulation exercises differ markedly in the complexity 
of the refereeing process, and this is reflected in the method of 
refereeing. Some of the games, such as the inventory game’ men- 
tioned above, are played very much like solitare, with the player 
drawing cards from a special deck to provide demand, making de- 
cisions concerning ordering of replenishment stock, and keeping 
track himself of the total costs involved. Other games, such as 
the Dayton Tire Simulation which we will play this afternoon, may 
be refereed by one or more persons using desk calculators. At 
least one top management decision simulation, the UCLA Game II, 
exists in two forms, one version of which is refereed by hand® and 
the other version has been programmed for the IBM Type 650 
Computer. In addition, there exist games, such as the Carnegie 


6. Ackoff, R. L., and Clark, D. F. ‘‘A Report on Some Organizational Ex- 
periments’’, Case Institute Operations Research Groups (Mimeographed form), 
Cleveland, May, 1958. 

7. This game was devised by the author, patterned after a similar exercise 
described in a conversation by Professor James R. Jackson of UCLA. 

8. See MacCrimmon, K. R., and Jackson, J. R., ‘“‘A Hand Computed Version of 
UCLA Executive Decision Game Number 2.’’ Research Report Number 59 of the 
UCLA Management Sciences Research Project. 
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Tech game, in which the mathematical model is of such complexity 
that the use of electronic computer for refereeing is an absolute 
necessity. In the Carnegie Tech game, between 100 and 200 indi- 
vidual decisions must be made by each team for each period of 
play. The program which the computer utilizes for refereeing this 
game is quite complex, and involves so many instructions that the 
standard IBM 650 cannot be conveniently used for the refereeing 
process, 

If a computer is available, it can be a definite convenience be- 
cause of its speed and accuracy. On the other hand, computers 
are expensive, and they are frequently inconveniently located with 
respect to the area in which the game is being conducted. For 
example, at Indiana University we telephone the decisions to the 
computing center across the campus from where the simulation is 
conducted, and return the reports by automobile. But the impor- 
tant question concerning the desirability of computers for ref- 
ereeing is associated with the question of the degree of complexity 
that is required in the simulation to provide the learning experi-~ 
ence desired. One body of opinion holds that computers are nec- 
essary for effective simulation, for without a considerable amount 
of complexity the student may be mislead into concluding that the 
decision situation is too simple, while another body of opinion 
holds that computers are frequently superfluous, since there is 
great advantage obtained from utilizing relatively simple simula- 
tions for teaching purposes. It may be observed that the use of a 
computer for refereeing adds mystery and glamour to the experi- 
ence from the standpoint of the uninitiated student. 


MULTI-LEVEL GAMES 


Another important variation in the simulation technique in- 
volves the inclusion of teams representing different types of or- 
ganizations in the same simulation. For example, a game is 
available ® in which some teams represent manufacturers while 
others represent wholesalers. This, of course, could be extended 
to include raw material suppliers, manufacturers, wholesalers, 
and retailers within the same simulation, with the prices and 
terms of sale,as wellas the channels of distribution determined by 
direct negotiation between the participating teams. Likewise, sim- 
ulations might be devised including both financial institutions and 
manufacturing firms in situations which in the finance function is 


9. Green, J. R., and Sisson, R. L., Dynamic Management Decision Games, 
John Wiley and Sons, New York, 1959. Chapter 10. 
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emphasized. On at least one occasion 1° stock-market operations 
have been included in the play of a total enterprise game, so that 
while one group of participants was engaged in the management 
decision-making, another group of participants was trading in the 
common stock of the participating firms. 


ADVANTAGES 


The advantages involved in the use of the simulation technique 
can be divided into two categories: (1) those associated with the 
simulation technique in general, and (2) those associated with the 
top management total enterprise games similar to the Indiana Uni- 
versity Executive Simulation described above. First, let us con- 
sider the general advantages associated with the simulation tech- 
nique. 


ENTHUSIASM 


Perhaps the most striking characteristic of the simulation 
technique is its ability to arouse the enthusiasm of the participants 
by emotionally involving them in the simulation experience. Fre- 
quently participants will get so wrapped up in the situation that 
they find it impossible to sleep after a simulation session, and 
occasionally serious quarrels develop concerning differences of 
opinion between members of the same team. Perhaps too much 
involvement is not an advantage, but it is illustrative of the fact 
that the techniques do enlist the enthusiasm of the participants, 
about 95 per cent of whom seem to actively enjoy the experience. 
If this enthusiasm for the simulation is transferred to enthusiasm 
for the subject matter being taught, there is no doubt that it pro- 
vides a tremendous pedagogical advantage. If the games did not 
teach anything, but only aroused the enthusiasm of the participants 
for the subject matter under consideration, this alone might pro- 
vide adequate justification for the use of the technique. 


SYNTHETIC EXPERIENCE 


The simulation technique attempts to provide a situation in 
which the participants can obtain synthetic experience. Thus, at 


10. Reported in Shubik, Martin, ‘‘Simulation of a Stock Market’’, General 
Electric Co. Operations Research and Synthesis Mimeographed Paper, March, 
1959. 
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its best, it provides a laboratory in which the student can experi- 
ment and learn by doing. Simulation certainly provides the oppor- 
tunity to make mistakes without the cost associated with making 
the same mistake in the real world. Seemingly the participants 
are able to profit by their mistakes—perhaps even more than by 
their successes—so that it is possible that those who perform the 
worst actually obtain the most benefit from the simulation experi- 
ence. 

Furthermore, since the participant feels like he is learning by 
his own experience, rather than being taught, it appears likely that 
he is more receptive to the process of learning. The psychological 
barriers that are erected against the teacher in other circum- 
stances may be broken down to the extent that the simulation tech- 
nique could be quite harmful in the hands of the intellectually dis- 
honest, for there is no doubt that simulation exercises can easily 
be designed to teach relationships which are untrue. 


DYNAMIC DECISION-MAKING 


One of the major characteristics which distinguishes the simu- 
lation technique from the case method is the dynamic nature of the 
decision-making involved. The games proceed through a series of 
steps in which the decisions are made, information concerning the 
results of these decisions is fed back to the participant for his 
evaluation, and the same decisions may then be remade, and so on. 
This is a type of decision-making with which management is typi- 
cally faced, yet until the advent of the simulation technique, we 
had no effective way of exercising the student’s ability in the de- 
velopment of strategies and the analysis of past results to provide 
the basis for better decisions in the future. 

Simulation also has the advantage of stripping the non-essential 
elements away from the situation, leaving only that which we con- 
sider to be essential. Thus, not only is it possible to concentrate 
attention upon the matters of major importance, but also the time 
scale can be speeded up so that a relatively large amount of real 
time experience can be acquired in a few hours. In addition to the 
time savings involved, this speed-up has the advantage of allowing 
the student to learn the results of his decisions before the deci- 
sions, and the reasoning behind them have been forgotten. 


ADVANTAGES OF TOTAL 
ENTERPRISE GAMES 


The total enterprise competitive game has certain characteris- 
tics that provide some advantages that may not be obtained in all 
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of the existing variations of simulation. In all fairness, it should 
be noted that any particular type of simulation usually involves 
specific advantages, so the major reason for discussing those of 
the total enterprise game is that this type of simulation is in wide- 
spread use. 


INTEGRATION 


The total enterprise game forces the participants to consider a 
group of interrelated decisions that affect the over-all perform- 
ance of the organization. Thus they are forced to integrate their 
knowledge of the various functions within the organization into an 
over-all framework. Although the participants may be aware of 
these interrelationships, and even be able to explain them ina 
general way, the necessity for making the group of interrelated 
decisions frequently assists in making these abstract interrela- 
tionships become meaningful for the first time. Thus the market- 
ing man not only obtains a better understanding of the role of 
marketing in the firm, but he also obtains a respect for the con- 
tributions of finance, production, and the problems associated 
with integrating all of these to obtain the best over-all results. 


THE COMPETITIVE ECONOMY 


The competitive nature of our economy is vividly illustrated in 
the top management games in which interaction between the deci- 
sion of the various firms takes place. The success of the firm is 
often dependent upon its ability to react to the actions of its com- 
petitors, so that a course of action that is successful in one play 
of the game against a particular set of competitors, may be dis- 
astrous in a play involving other competition. Likewise, the in- 
fluence of economic conditions upon the performance of the firms, 
as well as the importance of forecasting future economic condi- 
tions, is readily apparent in most total enterprise games. It is 
possible for the administrator of the simulation to exert a power- 
ful influence upon the difficulties that the participants must face 
by selection of the series of economic conditions to be used ina 
particular simulation run. 


ORGANIZATIONAL PROBLEMS 


In the time allowed between decisions, it is usually impossible 
for a single individual to analyze the information available con- 
cerning past experience and make rational decisions on the basis 
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of this analysis. Thus the participants must organize themselves 
into a smooth-working team in which the capabilities of each of the 
team members are utilized to contribute to the over-all decision 
process. Since differences of opinion are likely to occur between 
members of the team, they must work out some efficient method of 
settling these differences to arrive at an integrated set of deci- 
sions. Thus, organizational and human relations aspects of man- 
agement are very real factors in the performance of the various 
teams, and occasionally the major contribution of the experience 
to a particular team or individual may lie in these areas. 


LIMITATIONS 


Although the technique of simulation has many important ad- 
vantages, there are also some weaknesses associated with the use 
of the technique. In the first place, the more elaborate simulation 
exercises involve a considerable amount of time, and their cost, 
in terms of administrative man-power and/or computer time, is 
far from trivial. For example, the Indiana University Executive 
Decision Simulation discussed above requires about eight hours of 
the participants’ time, as well as a separate room for each team, 
six hours on a computer which rents for around $4,000 per month, 
an operator who is skilled in the operation of the computer and 
associated punched card equipment, two runners, one automobile, 
and about $10.00 worth of supplies. Although they do not require a 
computer, hand refereed games may be even more difficult to ad- 
minister, for they may involve training several people in the pro- 
cedures involved in umpiring, as well as several hours of rather 
hectic work during the simulation itself. 

Furthermore, the integration of the simulation experience into 
the subject matter involved is of crucial importance to the effec- 
tive teaching use of the simulation technique. You must decide 
what you wish to teach through the use of the technique, and choose 
or design a simulation exercise to accomplish this purpose. Also, 
it is necessary to properly set the stage so that the participants 
approach the ‘‘game’’ as a learning situation rather than as pure 
recreation, and so that they are able to discern the relationships 
between the simulation and the subject matter with which the 
course is concerned, 

Since simulation is so popular with the students, there is an 
insidious temptation to utilize the technique for its novelty value 
alone. Under such circumstances, a simulation experience that 
could be quite valuable can easily degenerate into mere recrea- 
tion. This, unfortunately, is a very real danger, for it requires 
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considerable thought and planning to effectively utilize many of 
the games that are most frequently used today. 

For example, I am currently testing a simulation designed to 
be used with a particular textbook!! in an Introduction to Business 
course at the freshman level. This textbook is designed to empha- 
size the role of the manager, and devotes considerable emphasis 
to the manager as a decision-maker. Thus this game has as its 
objectives: (1) Stimulating the interest of the student in the prob- 
lems of management decision-making. (2) Illustrating the effects 
of the competitive environment on the decision-maker. (3) Illus- 
trating the interrelationships between the various functional areas 
of business. (4) Providing an introduction to accounting reports 
and their importance in decision-making. The decisions to be 
made, the format of the reports prepared, the refereeing proce~ 
dures used, and the descriptive materials prepared for the in- 
structor and the participants must all be devised so as to contrib- 
ute to the attainment of the above objectives. 


INNOVATION PENALIZED 


A major drawback of the simulation technique in its present 
form is the tendency to penalize the participant who attempts to 
innovate in the simulation experience. Although in actual cir- 
cumstances innovation may provide the greatest payoff, in a simu- 
lation situation innovation amounts to attempting to change the 
rules, and is thus usually frowned upon. Thus the participants are 
taught to attempt to optimize the results within the rules of the 
environment in which they find themselves, while in reality the 
most effective course of action frequently involves changing the 
environment or rules. 

One disquieting aspect of the use of the simulation technique is 
the fact that we do not know exactly what we are teaching, or more 
precisely, we do not know exactly what the participant is learning. 
Although, in general, we are pleased with the reactions of the par- 
ticipants, occasionally we find that a participant learns something 
that we had no intention of teaching. For example, after partici- 
pating in the Indiana University Executive Decision Simulation one 
student reported that he learned that price is the most important 
factor in competition, another that advertising influences sales 
more than does price, while a third concluded that every business 


11. Weimer, A. M., Introduction to Business—A Management Approach. Rich- 
ard D. Irwin, Inc., Homewood, Illinois, 1959. 
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organization should have an electronic computer. As we dis- 
cussed above, one of the major advantages of the simulation tech- 
nique is the fact that it teaches so effectively, and thus it is dis- 
turbing to find that we have rather imperfect control over what the 
student is learning. There is a definite need for research in the 
area of measurement of the effect of the simulation exercises on 
the attitudes and knowledge of the participants. 

Despite the objections outlined above, it is my opinion that the 
technique of simulation will have a growing influence upon the edu- 
cation of management in the future. Although it is not likely to 
replace the present methods of teaching, it offers advantages that 
cannot be easily obtained through the use of other teaching tech- 
niques. It is even possible that the technique of simulation will 
achieve a place in management education comparable to that of the 
moot court in the schools of law. 


EFFECT UPON FACULTY 


Furthermore, I am inclined to believe that the impact of the 
simulation technique upon the instructor will ultimately be even 
greater than its influence on the student. In the first place, as we 
attempt to design games to be effectively utilized in our courses, 
we are forced to concentrate upon important questions such as: 
(1) What are we striving to teach? (2) What are the factors that 
influence the situation which we are attempting to simulate? (3) 
What are the basic relationships between these factors? Thus our 
attention is concentrated upon the fundamental questions associated 
with our discipline, and we have less tendency to waste our own 
research efforts in trivial or semi-trivial areas. 

Furthermore, when we use games as a teaching technique, we 
are eventually forced to attempt to coach the students to play them 
well. Thus we can no longer hide behind the usual platitudes as- 
sociated with management decision-making in complex situations, 
but we may be forced to devise more adequate approaches to 
handling this important class of problems. 

And lastly, the boundary between the use of simulation as a 
teaching device and its use as a research technique is quite nebu- 
lous, for as we devise simulation exercises for teaching purposes, 
they become an expression of our understanding (or lack of under- 
standing) of that which we are attempting to simulate. As the 
simulation becomes more and more adequate, it can be used as an 
experimental device to expand our knowledge of the problems un- 
der consideration—problems which are of such a complex nature 
that it appears doubtful that even the most potent mathematical 
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techniques will be adequate for their solution. Although simula- 
tion involves little complex mathematics, it provides a powerful 
tool which shows great promise for enlarging our understanding of 
the problems faced by management. 


| 
| 


34 


DAYTON TIRE SIMULATION— 
A MARKETING GAME 


PAUL S. GREENLAW* 
Dayton Rubber Company 


ODAY an opportunity will be provided for playing a new manu- 

ally-scored management game called Dayton Tire Simulation, ' 
which was especially designed for use at this Conference. The 
game is being presented with three objectives in mind: (1) to 
demonstrate the possibilities of gaming; (2) to make available a 
simulation which may be used (or modified for use) either in uni- 
versity courses or in industrial management development pro- 
grams; and (3) to provide some insights on game development for 
those who may be interested in building games of their own. 

In today’s demonstration, participants will be divided into three 
competing teams, each of which will play the role of marketing 
managers of a small tire company. The teams will be allotted 
twenty minutes to make their decisions for the first period, which 
will represent one quarter of a year. The game umpires will then 
translate the decisions into operating results, this data will be fed 
back to the participants, and the teams will go on to make their 
decisions for the next quarter. Although it is desirable to carry 
on play for at least four or five game years to derive maximum 
benefit from the simulation, time will be available today for only 
two decision periods. After results have been calculated for the 
second quarter, the teams will reassemble for an analysis of the 
play. 

Before we begin play of the game, I would like to describe 
some of its salient features, and consider certain aspects involved 
both in developing and evaluating simulations of this kind. 


*Paul S. Greenlaw is Director of Management Development at the Dayton Rub- 
ber Company. Prior to this assignment he was associated with the Kroger Com- 
pany. Mr. Greenlaw has also served on the faculty at Duke University. He re- 
ceived his Ph.D. degree at Syracuse University. 

1. Copyright 1959 by the author, Dayton Rubber Company, 2342 W. Riverview, 
Dayton, Ohio. 
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Dayton Tire Simulation is a functionally oriented specific in- 
dustry game structured around selected aspects of the marketing 
of passenger tires. It is a competitively interactive game in that 
each team’s results are affected not only by its own decisions but 
also by those of its competitors; and is deterministic, in that with 
one minor exception sales results are not decided by chance. The 
simulation provides for competition among the teams in two dis- 
tinct markets: (1) a replacement sales market, composed ofa 
large number of small retail outlets; and (2) a special brand sales 
market, which consists of five automotive accessory chains, each 
of which contracts annually for a specified number of tires branded 
with its own trade name. 

In the replacement market, sales are divided among the three 
companies each quarter in proportion to the effectiveness of their 
efforts, provided, of course, that no company’s sales may exceed 
the number of units it has available for sale. Each company’s ef- 
fectiveness is basically determined by four decisions that it makes 
during the quarter—price, and expenditures for field sales force, 
national advertising, and local advertising. 

During the third quarter of each year, the companies are given 
an opportunity to place bids with any or all of the automotive ac- 
cessory chains in the special brand sales market in an effort to 
obtain accounts for the following year. The effectiveness of a bid 
is influenced both by price and sales solicitation efforts, and a 
chain’s entire account goes to the company with the most effective 
bid. Because of the limited time available today, participants will 
not have an opportunity to bid for the special brand accounts, and 
play will be limited to replacement market decisions. 

It might be mentioned here that this dual-market structure was 
built into the game for two reasons: (1) to require the teams to 
face more complex problems of internal organization and division 
of work than would be encountered with only one market; and (2) to 
provide two quite dissimilar strategic situations—one dealing with 
an aggregate market, and the other centered around bidding for 
individual accounts. 

Next, I would like to touch on some of the problems involved in 
developing games such as Dayton Tire Simulation. The construc- 
tion of even a relatively simple manually-scored game may easily 
require several hundred hours of work, and will normally involve 
five basic steps. First, the designer must determine what he 
wishes to accomplish with the game—what he wishes to teach, 
what industry, functional area, and level of management he wants 
to simulate, and how he will relate the game to other course ma- 
terials that may be employed. 
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Second, the designer must determine what information is nec- 
essary to build the game, and where and how this information may 
be obtained.- In developing a specific industry simulation, at least 
three basic kinds of information will usually be needed: (1) quali- 
tative descriptive information, such as patterns of company or- 
ganization and distribution, (2) quantitative data such as prevailing 
industry prices and markups, and percentage of sales income allo- 
cated to advertising and other key accounts, and (3) assumptions 
held by those involved im the area to be simulated as to the rela- 
tionship between key decision factors and sales results, elasticity 
of demand for the product, etc. The information may be obtained 
from a variety of sources: company publications, operating state- 
ments, organization charts, advertising copy, and interviews with 
key operating executives. 

Third, the designer must translate the information obtained in- 
to a game structure, and determine what key decisions will be 
made by the competing companies, what rules will prevail and what 
relationships will exist between the various factors included in the 
simulation. One question that must be resolved at this point is 
that of just how much “‘realism’’ is to be incorporated into the 
model. A game which purports to simulate a specific industry 
function must mirror a certain degree of ‘‘reality’’ if it is to be 
acceptable to participants; yet, quite obviously, many facets of 
‘‘real life’’ must be either greatly oversimplified or eliminated 
completely, lest the game become so complex as to virtually defy 
construction. Probably even more important is that the game be 
neither too simple nor too complex for the group that is going to 
play it and for the time that will be allowed to make decisions. 
The relationships between decisions and results, for example, 
should not be so simple that they are obvious to all from the very 
start; yet, on the other hand, participants who carefully analyze 
the game data should not find the model so abstruse as to defy 
comprehension, 

The fourth step in game development is that of quantifying the 
relationship between decisions and results. Although, contrary to 
popular belief this step does not necessarily require the use of 
higher mathematics,” it is still by far the most difficult one in 


2. All quantification was accomplished by relatively simple arithmetic tech- 
niques both in the tire simulation and in the following two games employing a simi- 
lar approach: Supermarket Decision Simulation, Copyright 1959 by the author; and 
General Business Management Simulation, Copyright 1959 by EdwinT. Hellebrandt, 
Ph.D., and Walter D. Fleishhacker, Ohio University, College of Commerce, Athens, 
Ohio. The former is a specific industry simulation; the latter a generalized game. 
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game construction. Since so little literature is now available on 
this aspect of gaming, * I would like to consider in detail the quan- 
tification approach employed in the tire game. Because of the 
technical complexities involved, however, I will reserve this dis- 
cussion for a supplementary Technical Appendix,* and will limit 
my remarks at this point to a few of the more general problems of 
quantification which the game designer must face. 

Basically the designer must: (1) assign a numerical value to 
each decision alternative for each of the key factors in the simu- 
lation; (2) devise a method for relating these values together to 
determine the total effectiveness of each company’s efforts; and 
(3) make provision for the division of sales among the competing 
teams. Here, he must not only make sure that the numerical 
values assigned and equations employed satisfy the assumptions 
that he wishes to incorporate into the model, but must also con- 
sider the nature of the results that will be produced in the play of 
the game. Even though ‘‘winning’’ and ‘‘losing’’ are de-emphasized 
in simulation play, extreme or one-sided results will tend to 
dampen enthusiasm of the participants, and thus lessen the effec- 
tiveness of the game as a training tool. Care should be taken, for 
example, to insure against the possibility of one team taking such 
a commanding initial lead that the others will never be able to 
catch up. Nor should the level of profits generated in the game be 
unrealistically high, while at the same time, profits should not be 
so difficult to obtain that all teams will operate ‘‘in the red’’ each 
period regardless of what decisions they make. These extremes 
may be guarded against by extensive pre-testing of the simulation, 
and/or by permitting the umpires to ‘‘tighten or loosen up’’ the 
game as play progresses. In Dayton Tire Simulation, for example, 
the umpires may revise the tire cost schedule upward or down- 
ward at any time if they feel that the general level of profits is 
either excessively high or low. 

The fifth step involved in game construction is that of develop- 
ing game mechanics which will permit decisions to be entered and 
results calculated as quickly and accurately as possible. This is 
especially important for manually-scored games, particularly if 
they are to be run under considerable pressures of time. Fol- 


3. Two good books which are available on this aspect of gaming are: Top 
Management Decision Simulation, by Ricciardi, F.M., et. al., American Manage- 
ment Association, New York, 1957; and Dynamic Management Decision Games, by 
Greene, J.R., and Sisson, R. L., John Wiley and Sons, New York, 1959. 


4. See Technical Appendix, p. 321. This discussion will be limited to the 
qualification involved in the replacement market model. 
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lowing are some techniques which may be employed to achieve the 
above objective: (1) mimeographing various forms on different 
sizes and colors of paper to permit rapid identification; (2) estab- 
lishing rules requiring all expenditures to be made in even units, 
such as $1000 or $10,000; (3) giving attention to the location of 
items on decision forms, so as to facilitate entry, and necessary 
addifion and multiplication; and (4) devising a detailed step-by- 
step procedure for the calculation of results. By use of such 
techniques, two umpires employing a desk calculator and adding 
machine can calculate results for each quarter in Dayton Tire 
Simulation in about ten to fifteen minutes. 

How may functionally oriented specific industry games like 
Dayton Tire Simulation be evaluated in comparison with other 
types of management games? Like almost all games, they provide 
participants with an opportunity to analyze business data, formu-~ 
late objectives, policies and strategies, and decide upon appro- 
priate courses of action in a dynamic laboratory situation. Unlike 
total enterprise games, which focus attention on over-all top-level 
decision-making, they are primarily oriented toward one phase of 
management. The efficacy of this approach as compared with the 
former, will, of course, depend primarily on whether the objective 
of the game is to help executives (or students) gain deeper insights 
into top-level decision problems, or to provide a vehicle for more 
intensive consideration of a specialized area. It is interesting to 
note that several companies are now employing functional games 
as a means of providing executives performing in one management 
area with a greater understanding of the problems involved in 
other phases of the business; as, for example, giving production 
managers an opportunity to play a marketing game, or vice versa. 

Unlike generalized management games, which do not deal with 
a specific industry or product, specific industry games are struc- 
tured around a considerable fund of information drawn from a 
particular business environment. There is the danger here that 
this added ‘‘realism’’ may lead participants more so than will a 
generalized game to the erroneous assumption that courses of 
action which prove successful in the simulation can be followed 
with equal success in ‘‘real life.’’ On the other hand, participants 
in specific industry games cannot only gain insights into the proc- 
esses involved in decision-making, but can also add considerably 
to their knowledge of a particular industry—an advantage which the 
generalized games do not offer. 

Finally, it may be noted that only rarely are management 
games employed as a sole instructional approach; but rather are 
invariably used to supplement other training techniques such as 
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lectures and case problems. Although we are still not completely 
sure just what games do teach, they do seem to generate enthusi- 
asm among participants unparalleled by almost any other kind of 
training tool, and this enthusiasm often carries over into the other 
course materials employed. 

With both the merits and limitations of gaming in mind, let’s 
now play a marketing game. 


TECHNICAL APPENDIX 


(The Quantification Approach Employed in 
the Replacément Sales Model) 


As indicated above, the replacement sales market in Dayton 
Tire Simulation is an aggregate market where sales are divided 
among the competing teams in proportion to the effectiveness of 
their efforts. Basically involved in the quantification of the rela- 
tionship between decisions and results in a model where an aggre- 
gate market of this type exists, are the following: (1) assignment 
of numerical values to each decision alternative for each of the 
key decision factors, (2) provision for relating these values to- 
gether to give the total effectiveness of a company’s efforts, and 
(3) establishing the relationship between total effectiveness and 
sales results. 

Before the above steps were considered in developing the tire 
game, it was of course necessary to determine what key decision 
factors would be included in the simulation, and what assumptions 
were to govern their influence upon sales results. After analysis 
of various data relating to replacement sales tire marketing, it 
was decided to establish four key decision factors in the tire 
simulation: price, and expenditures for field sales force, national 
advertising, and local advertising; and to incorporate the following 
assumptions (among others) into the model: 


1. Changes in price, and increases in expenditures for the 
other three factors will increase a company’s marketing 
effectiveness, but in each case, only up to a point. 


2. Price and expenditures for field sales force are consider- 
ably more important than either national or local advertis- 
ing in determining a company’s effectiveness in the market; 
and of the two advertising factors, local advertising is 
more important than national. 
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Since the two advertising factors are not critical ones, it is 
possible for a company to obtain fairly good results with 
little or no advertising, provided it sets a favorable price 
and maintains an effective sales force. 


If a company’s price is extremely high, or if its field sales 
force expenditures are at low levels, its efforts will be 
weak regardless of the effectiveness of any other of the 
factors. 


The relationship between a company’s expenditures and ef- 
fectiveness for field sales force, national advertising, and 
local advertising may in each case generally be expressed 
by an S-shaped curve; with each increase or decrease in 
expenditures having a greater effect in the middle ranges 
than at either extreme. 


Reducing price to low levels will increase the attractive- 
ness of a company’s product to a greater extent than will 
high expenditures for field sales force or advertising; and 
‘‘break points’’ exist at certain price levels where a small 
change in price will have a considerable effect upon the at- 
tractiveness of a company’s product. 


7. The effectiveness of a company’s current decisions will be 
to some extent influenced by its previous position in the 
market. 


Once the key decisions and assumptions were established, at- 


tention was directed to the assignment of numerical values to each 
decision alternative for each of the four factors. This phase re- 
quired consideration of three aspects: (1) determining the range 
of decision alternatives that would have an effect upon sales re- 
sults, (2) determining the range of numerical values to be assigned 
to these alternatives, and (3) assigning a particular value to each 
alternative. 

Although participants in Dayton Tire Simulation are generally 
permitted to establish any price and level of expenditures that they 
choose, ° the model was constructed so that, following Assumption 
One above, expenditures beyond a certain point, and prices either 
above or below certain levels have no further effect upon sales 


5. With the exceptions that: (1) a minimum expenditure of $20,000 for field 
sales force is required each quarter, and (2) all prices must be in units of ten 
cents; expenditures for field sales force in units of $10,000, and for each of the 
advertising factors in units of $1000. 
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results. § In establishing these ranges, and in developing certain 
other aspects of the model, use was made of the concept ‘‘approx- 
imate actual industry price and expenditure levels’’ as a point of 
departure. ’ Cut-off points were established at $1.50 both above 
and below the ‘actual industry price’’ of $15.00, ® and for ex- 
penditures varying from 1.5 to 2.0 times ‘‘actual industry levels’’ 
for the other key decision factors.* In setting these admittedly 
arbitrary points, an attempt was made to provide ranges of deci- 
sion alternatives sufficiently wide to make possible considerable 
variation in patterns of game play; yet not so wide as to permit 
grossly ‘‘unrealistic’’ prices and expenditures to have an effect 
upon sales results. 

The determination of ranges of numerical values to be assigned 
to the decision alternatives also involved use of the concept ‘‘ac- 
tual industry levels.’’ For each decision factor except national 
advertising, a value (or coefficient) of 1.0 was assigned to the al- 
ternative representing the ‘‘actual industry level,’’!° and the fol- 
lowing coefficient ranges were estabiished: price from .10 to 
1.50; field sales force from .4 to 1.2; local advertising from .9 to 
1.1; and national advertising from -.05 to+.05. To illustrate the 
relationship between ranges for the decision alternatives and those 
for the coefficients, a minimum possible (zero) expenditure for 
local advertising, for example, was assigned the value .9; and the 
maximum expenditure having any further effect upon sales 
($80,000), a value of 1.1. 

Selection of the coefficient ranges, although admittedly quite 
arbitrary, was guided by three considerations. First, a consider- 
ably wider range was established for the two most critical factors 
in the simulation, price and field sales force; thus giving more 
weight to their influence upon sales results. Second, values were 
selected so that the average increase or decrease in coefficient 


6. Participants are not, of course, informed as to what the cut-off points are, 
since to do so would be detrimental to game play. 

7. It should be emphasized here that these ‘‘actual industry levels’’ definitely 
do not refer to those of any particular tire company, but rather represent a rough 
approximation of average levels for smaller tire companies in ‘‘real life’’ at the 
current time adjusted to the volume of sales generated in the simulation. 

8. $15.00 is the initial ‘‘actual industry price’’ in the simulation, but may be 
modified by the umpires as play progresses. 

9. ‘Actual industry levels’’ and cut-off points employed were: for field sales 
force, $120,000 and $180,000 respectively; for national advertising, $22,000 and 
$36,000; and for local advertising, $40,000 and $80,000. 

10. For national advertising, the coefficient assigned was zero. 
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value per increased or decreased dollar of expenditure (or change 
in price) did not vary too greatly from one decision factor to the 
other. The reasoning followed here was that great variations 
would soon become evident in the play of the game, and that com- 
peting teams would shy away from expenditures for those factors 
where value increases were smallest, as for example, if an in- 
creased expenditure of $1000 for national advertising were to in- 
crease its coefficient value by only .0005 on the average, while the 
same additional sum devoted to local advertising increased its 
coefficient value by twenty times this amount. In Dayton Tire 
Simulation, the average increase or decrease in coefficient value 
per increased or decreased dollar of expenditures for any one 
factor was set at no more than about twice that for any other; and 
the differences established were for the purpose of weighing the 
more important decision factors. 

Third, consideration was given to two interrelated factors: (1) 
the upper and lower limits of the coefficient ranges, and (2) the 
means by which the four key decision factors were to be related 
together to determine a company’s total effectiveness. Generally, 
the approach taken was to relate the decision factors together by 
multiplying their coefficients by one another; and the equation 
employed was: effectiveness= (KP) (KFSF KNA) (KLA).!' By so 
multiplying, the establishment of a high lower limit (or ‘‘floor’’) 
for the coefficient range for a particular decision factor helped 
play down its importance in the simulation, and vice versa. For 
example, a zero expenditure for local advertising (value .9), when 
multiplied by (KP) (KFSF + KNA), ‘‘pulls down’’ the effectiveness 
of the other factors only slightly regardless of their values; 
whereas the highest price having further effect (value .1), when 
multiplied by (KFSF+ KNA) (KLA), drastically reduces the values 
of all other factors.’* Similarly, different upper limits for coeffi- 
cient ranges were also employed as a means of weighing the vari- 
ous decision factors. The lowest price having further effect 
(value 1.5), for example, ‘‘pulls up’’ all other values to a greater 
extent than does the highest further effective local advertising 
expenditure, with a value of 1.1.° 


11. Where KP represents the price coefficient; KFSF that for field sales force; 
KNA that for national advertising; and KLA that for local advertising. 

12. In the instructions for the game, participants are given information to dis- 
courage them from setting prices so high as to create values as low as .1. 

13. It might be noted here that the coefficients for less important factors, such 
as local advertising can be added to the preduct of the other coefficients (instead of 
so multiplying them) to produce somewhat like results; as for example: (KP) 
(KFSF + KNA) + KLA; with values for KLA ranging from -.1 to +.1. As may be 
noted above, KNA was treated in a somewhat similar manner in the simulation. 
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Once ranges and upper and lower limits had been established 
for the four coefficients, it was relatively simple to assign par- 
ticular values to each decision alternative. Curves expressing 
the desired relationships between decisions and results (as ex- 
pressed in Assumptions Five and Six above) were sketched out, 
and the individual values taken from the resultant graph. 

Next, attention was turned to incorporating Assumption Seven 
into the model—that the effectiveness of a company’s current de- 
cisions will to some extent be influenced by its previous position 
in the market. This was accomplished by providing for the sub- 
traction of .3333 from a company’s percentage share of the re- 
placement sales market in the previous period, and by the addition 
(or subtraction) of the result to the numerical value of the total 
effectiveness of its current decisions.’ 

The final step in quantifying the relationship between decisions 
and results was that of providing for the division of the available 
market among the competing teams in proportion to their total 
effectiveness. Determination of available market was accom- 
plished by (1) establishing a market potential (or forecast of de- 
mand) in advance for each period of the game,?® and (2) making 
provision whereby actual market (TM) might equal, exceed, or fall 
short of the potential (TMP) depending upon the sum or the effec- 
tiveness of efforts for all competitors. This provision was intro- 
duced to prevent equal efforts on the part of all companies from 
producing the same level of sales results for each regardless of 
the effectiveness of decision efforts, which would have been de- 
cidedly unrealistic. For example, if a predetermined potential of 
300,000 units had been simply divided among three teams with 
identical efforts without adjustment to the level of efforts, each 


14. As expressed by the equation TA=CA+CPC= sMP"! -~,3333; provided 
that CPC may not exceed +.2000; and where TA represents total company effect- 
iveness after the carryover adjustment; and CA, effectiveness of current deci- 
sions. This particular expression is quite arbitrary, and was chosen because it 
provides for a competitive position carryover of zero fur all companies when the 
market was shared equally in the previous period; and for a company’s carryover 
to increase either positively or negatively as its share of the market in the pre- 
vious period increased above or fell below what would have been an equal share 
(33-1/3%). The value .3333 was employed inthe above equation because of the three 
teams in the present model. To accomplish similar results, this value would be 
-2500 for four teams; .2000 for five teams, etc. 

15. A table of market potentials was developed which sets the potential at 
300,000 units for the first period of play, and which reflects both a generally ex- 
panding market and seasonal variations in future periods. 
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competitor’s sales results would have been 100,000 units, whether 
the value of its effectiveness had been .0001 or 2.0001. 

The adjustment of the market potential to determine actual 
market, like other previously mentioned aspects of the simulation, 
was related to the concept ‘‘actual industry levels;’’ and provision 
was made for the actual market to equal, exceed, or fall short of 
the potential as the sum of the effectiveness for all companies 
equals, exceeds, or falls short of the ‘‘actual industry levels.’’!® 
Once this step had been accomplished, provision was made for 
simply dividing sales among competitors in proportion to the value 
of their total effectiveness. *” 

It should be mentioned that one problem was encountered in 
developing the above approach. Because of the relatively inelastic 
demand for tires, it would not have been realistic for increased 
or decreased effectiveness on the part of all competitors to influ- 
ence the market to any significant extent, unless sales could have 
been taken away from or lost to other companies. To overcome 
this problem, the following fiction was incorporated into the model: 
there are tire companies competing for the replacement market 
other than those actually participating in the simulation. 

In summary, an approach has been described for quantifying 
the relationship between decisions and results in a competitively 
interactive management game where an aggregate market was 
divided among competing teams in proportion to the effectiveness 
of their efforts. After the key decision factors and assumptions 
governing their influence upon sales results had been established, 
attention was turned to assigning numerical values to the decision 
alternatives for each factor, to relating the value together to de- 
termine total effectiveness for a company, and to the determina- 
tion of sales results. In addition, a competitive position carryover 


16. One problem faced here was that of preventing the possibility of too much 
market expansion or contraction. After considerable experimentation, the follow- 
ing equations were chosen (for three competing teams): If ZTA equals 3.0 (‘‘actual 


industry levels’’ value), TM equals TMP; if £TA>3.0, TM=1.0 + GTA-3) (TMP); 
and if <&TA<3.0, TM= (TMP). These equations can easily be 


modified to accomplish similar results with more than three teams competing 
in the simulation; as for example, with four teams: if [TA = 4.0, TM equals TMP; 


if ETA>4.0, TM = (1.0+ and if ETA < 4.0, rp), 


17, For each company, S= Sum; provided that its sales may not exceed 


units available for sale. 
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factor was introduced into the simulation; and a method developed 
for relating available market to the sum of decision effectiveness 
for all competitors. Although the present model calls for three 
competing teams, it can be adapted for play by additional teams by 
some relatively simple modifications in the equations presently 
employed. 

As interest has grown in the use of management games for 
training purposes, more and more demand has been created for 
manually-scored simulations since electronic computers are both 
costly and in many cases not easily accessable. It is felt that 
many of the techniques employed in the construction of Dayton 
Tire Simulation can be adapted for use in the construction of other 
simulations, where different key decision factors and assumptions 
are required; and it is hoped that this discussion may stimulate 
others to embark upon the development of manually-scored games 
of their own. 
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OPPORTUNITIES FOR MANAGEMENT 
GAMES 


FRED W. KNIFFIN* 
Pennsylvania State University 


HAT can students learn from management games? Or stated 

in another way, what can be taught with management games? 
We face these seemingly simple, but actually complex questions 
as a result of the growing availability and use of management 
games as a teaching technique. 

Much of the pioneering work in creating management games 
has been done outside universities by persons interested in elec- 
tronic computer applications and others engaged in management 
development and training programs. Most of these persons ac- 
quired the basic data for their game models from executives in 
marketing, production, finance, accounting and other business 
functions. The resulting management games have been technically 
sound products. They have worked and they are interesting to 
play. But how realistic are the assumptions of these games, and 
how effective are they as teaching tools? Fortunately, nobody has 
suggested that they are a panacea for all our teaching problems. 
Isn’t it our function then, as teachers of marketing to determine 
where this tool may be most effectively applied in teaching our 
subject? Perhaps management gaming presents an opportunity 
and challenge for improving the teaching of marketing. 

To answer what can students learn from management games 
and where may management games be used most effectively in 
teaching marketing, the terms management game and learning 
must be defined more precisely. Management games may best be 


*Fred W. Kniffin is Associate Professor and Head of the Division of Market- 
ing at The Pennsylvania State University. Before accepting his present position he 
was Assistant Professor of Marketing at Indiana University. Mr. Kniffin has also 
served on the faculty at the University of Louisville and as Assistant to the Sales 
Manager at the Houston Division of McKesson & Robbins. He received the M.B.A. 
degree at the University of Pennsylvania and the D.B.A. at Indiana University. 
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defined by presenting a classification of types of games available 
at present and the general procedure of play of these games. The 
three step procedure of management game play may then be com- 
pared to kinds of learning to determine in broad terms how each 
phase of play may contribute to the learning process. Next, al- 
ternative teaching methods such as the lecture and case techniques 
may be compared with the management game technique in relation 
to the learning process. Further, an application to marketing may 
be posed to illustrate the potentialities of this teaching tool. 


SOME TYPES OF MANAGEMENT 
GAMES 


A familiarity with the various types of management games is a 
prerequisite to their most efficient and effective use, since this 
tool may take many different forms. Management games are 
similar to other teaching techniques such as the case and lecture 
methods in that, in a manner of speaking, they come in 57 different 
varieties. Certainly, with respect to all these tools, teachers 
have varying degrees of skill and how the tools are used may be as 
important as the materials being taught. Management games may 
be classified as follows: 


1. External and internal. External games simulate the firm in 
its environment or economic setting whereas internal games are 
concerned with intrafirm decisions. In external games the firms 
are administered in a model of a hypothetical economy, while in 
internal games the model is limited to internal company manage- 
ment problems. The American Management Association describes 
its General Management Game as, ‘‘a non-interacting, detailed 
model which focuses on the ‘internal’ aspects of company manage=~ 
ment,’’ while its Decision Making Game is described as, ‘‘a com- 
petitively interactive, aggregated model focusing on the ‘external’ 
aspects of company management.’’ 


2. Competitive or noncompetitive. Teams may play against 
one another or they may match wits with the game model or ref- 
erees. 


3. Top management, middle management, and operating man- 
agement. The most publicized games have been top management 
decision simulations. A particular game could be built to require 
decisions on all levels, such as the one constructed by a group of 
faculty members at Carnegie Tech. 


4. Specialized by functional or subject matter area. For 
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example, Greene and Sisson’ include a game entitled, ‘‘Industrial 
Sales Management’’ which deals with estimating market demand 
and selecting, developing, and evaluating a sales force. 


5. Scoring. Computer or non computer (manual). In compari- 
son, computer games permit more complex models, faster feed- 
back of information, and are expensive to set up and in some cases 
to operate. 


The term management games then encompasses a number of 
variations which may be adapted to different teaching situations 
depending, for example, on the availability of a computer, the 
desirability of team competition, the subject matter or skills to be 
taught, and the like. This flexibility of use increases its oppor- 
tunities as a useful teaching tool and, in turn, suggests that the 
teacher define carefully the objectives he seeks in using manage- 
ment games. 


A SIMPLIFIED THREE PHASE 
PROCEDURE OF PLAY 


In examining present day games as a teaching tool, it is con- 
venient to break down the game play into three distinct phases 
based upon the nature of participant activity. A word of caution is 
necessary. This three step procedure is based on experience with 
a limited number of games including the Dayton Tire Simulation, 
Greenlaw’s Kroger Supermarket Simulation, the Indiana University 
Executive Decision Game, the IBM Management Game, and the 
Andlinger Game. 

The three distinct phases of play are: 


1. Preparation for play. 
2. Play of the game. 
3. Evaluation or Critique. 


With the above mentioned games the preparation phase usually 
involves a mastery of the mechanics of play, formation and organ- 
ization of teams, and a briefing session which may entail activity 
as elaborate as written statements of objectives, policies, and team 
organization to simply questions and answerson mechanics. Play 
of the game activity requires making decisions on a group basis. 


1. Jay R. Greene and Roger L. Sisson, Dynamic Management Decision Games 
(New York: John Wiley & Sons, Inc., 1959), p. 46. 
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Here the team goes into action with the accompanying human 
stresses and co-operation, analysis by team members, and the 
feedback of results of decisions. This phase may be continuous 
with decisions required every half hour or forty-five minutes or 
discontinuous, with, for example, one decision a week, thus 
spreading the play over several months. Some universities on the 
West Coast have even experimented with playing by mail. The 
Evaluation or Critique takes place after the game play is com- 
pleted. In this phase the teams may be called upon to justify their 
decisions and explain their objectives, organization and analysis. 

What can be taught with management games depends to a great 
extent upon the administration of the three phases of play. Ex- 
perience shows, for example, that play under a 30-minute time 
limit creates more immediate involvement of members of a team 
than play on a one decision per week basis. On the other hand, 
deeper analysis of decision data should be forthcoming with more 
time for reflection available on a one decision per week basis. 
Also, the physical surroundings for the three phases of play may 
be different, as well as the participant time and effort devoted to 
each phase of the management game. Usually all teams take part 
in phases one and three, preparation and evaluation in a general 
meeting, while in phase two, the play, the working group is one 
team, a much smaller group housed in a separate room to elimi- 
nate any communication with other teams. 

Perhaps no other single teaching technique is as complex in its 
use aS management gaming. Thus, as with other teaching tools, 
we must examine closely how the management game is adminis- 
tered in attempting to select where it may be mos? advantageously 
employed as a teaching technique. Other effects that may be im- 
portant include interpersonal relations within teams, group com- 
petition, the immense problems of evaluation, and many more. 


TYPES OF LEARNING 


What forms of learning do we hope to instill in our students? 
Basically students should acquire: (1) systematic bodies of knowl- 
edge or subject matters; (2) abilities to utilize or apply this 
knowledge; and (3) constructive attitudes. It should suffice to say 
that management games are a powerful motivational technique and 
probably create more participant involvement than any other 
teaching tool other things being equal. However, the effect on at- 
titudes is extremely difficult to measure, if not impossible. Sys- 
tematic bodies of knowledge are somewhat more concrete and may 
be broken down into facts, principles, and theories and hypotheses. 


332 MARKETING CONCEPTS IN CHANGING TIMES 


Abilities to utilize knowledge include the following skills (as- 
suming a sophisticated level of performance): problem solving, 
written communications, oral communications, analytical con- 
cepts, organization design and human relations.” These broad 
categories of knowledge and skills are admittedly an oversimpli- 
fication and not intended to be all inclusive. However, they do 
serve as a basis for an examination of management game pro- 
cedure and for a comparison of management games with other 
teaching techniques. 


LEARNING AND PROCEDURE OF 
PLAY 


The preparation for play of presently used games involves 
mostly a mastery of the mechanics of the game. See Table I. 
This phase of play necessarily rates poor on all learning aspects, 
except for some practice in organizing skills. Play of the game 
rates good on problem solving, oral communications, analytical 
concepts, and organization design and human relations. Probably, 
the last—organization design and human relations skills—can be 
practiced more effectively than any one of the former three. 
Problem solving and manipulation of analytical concepts rates 
good, but for today’s games must be considered as fairly elemen- 
tary. With guidance, principles, hypotheses, and theories of oper- 
ation may be discussed during the evaluation of play. This as- 
sumes that participants have acquired the knowledge, at least in 
part, prior to playing. 


OTHER TEACHING TECHNIQUES 


If management games are to be used in the education of stu- 
dents for careers in marketing, they must assume a place among 
alternative teaching methods including the lecture, give and take 
discussion, demonstrations and role playing, and cases. Table II 
presents a rating of these teaching methods against selected types 
of learning. Management games compare most favorably in teach- 
ing the types of skills that may also be acquired by the case meth- 
od and demonstrations and role playing. Management games rate 
lowest as a technique for teaching the kinds of learning most ef- 
fectively taught by the lecture and discussion methods. 


2. These are adapted from Robert A. Gordon and James E. Howell, Higher 
Education For Business (New York: Columbia University Press, 1959), p. 109; and 
Frank C. Pierson and others, The Education of American Businessmen (New York: 
McGraw-Hill Book Company, Inc., 1959), p. 324. 


OPPORTUNITIES FOR MANAGEMENT GAMES 


TABLE I 


RATING OF SELECTED TYPES OF LEARNING AND 
MANAGEMENT GAME PROCEDURE 


(Rating - Good, Fair, Poor) 


Management Game Procedure 


Preparation Playof Evaluation 


Selected Types of Learning for Play the Game of Play 


I. Knowledge of subject matter 
A. Facts 


B. Principles 


C. Theories and Hypotheses 


II, Skills 

A. Problem Solving Poor Good Fair 
Written Communications 
Oral Communications Poor Good Good 


Analytical Concepts Poor Good Good 


Organization Design and 
Human Relations 


*Written reports would make this good. 


Due to their very nature, management games blend in witha 
managerial decision making approach to the subject that empha- 
sizes skill development. The management game technique proba- 
bly achieves a higher transfer of decision making abilities from 
collegiate life to business life than any teaching method.* Also, in 
comparison with other teaching methods, some unique character- 
istics of management games should be mentioned. These include: 
(1) feedback of decision results over time, (2) the integration of 
data necessary for decision making, and (3) the possible require- 
ment of making decisions within time limits. Management games 
also offer fascinating research possibilities. 


3. It should be noted that games may transfer useless concepts as well as 
useful ones. If, for example, a top management game requires no cash liquidity, 
the student may believe that he can so manage a business. 
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TABLE 
RATING OF SELECTED TYPES OF LEARNING AND 
SELECTED TEACHING METHODS 
(Rating - Good, Fair, Poor) 


Selected Teaching Methods 


Give and Demonstra- 
Take tions and Management 
Selected Types of Learning Lecture Discussion Role Playing Cases Games 


L Knowledge of subject 


matter 
A. Facts Good Good Poor Fair Poor 
B. Principles Good Good Poor Poor Fair 
C. Theories and 
Hypotheses Fair Good Poor Poor Fair 
IL Skills 
A. Problem solving Poor Fair Good Good Fair 
B. Written 
Communications Poor Poor Poor Good Poor 
C. Oral 
Communications Poor Good Good Good Good 
D. Analytical 
Concepts Poor Fair Fair Good Good 
E. Organization 
Design and Human 
Relations Poor Poor Good Fair Good 


APPLICATION TO MARKETING 


This relatively new teaching tool, management games, has ap- 
peared at a most opportune time. It should prove most useful 
when taking a managerial decision making approach to marketing, 
an approach which seems to be gaining ground among teachers of 
marketing. Also, with the recently published reports on collegi- 
ate education for business, many teachers are being encouraged 
to examine their course offerings, course content, and teaching 
techniques. The process of determining where management games 
may fit into courses and curricula can go hand in hand with this 
current reappraisal. 

The subject of pricing will illustrate what is being done and 
possibilities for the future.. Most of the present day games require 
pricing decisions, but about all a player needs to know is that 
there is some price elasticity in relation to sales volume. Most 
commonly, but not universally, there is one product homogeneous 
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for all practical purposes, an oligopolistic industry structure, and 
all teams begin the play with identical product prices. The player 
acquires some skill in adjusting prices in relation to marketing 
effort, product quality and volume. Now, imagine a game with 
firms with multi product lines, industrial and consumer products, 
varying competitive conditions in different markets, cross elasti- 
city of demand for their products, problems of establishing mar- 
gins for middlemen, and the like. In order to play, the student 
could be given a substantial reading assignment supplemented with 
a number of lectures and discussions. Thus, this game would give 
not only practice of skills but also would require mastery of sub- 
stantial subject matter in the preparation for play. Wouldn’t man- 
agement games be an ideal tool for teaching the application of such 
pricing methods as cost-plus, normal markup, or meeting or un- 
derselling competition? The consequences of markup pricing or 
pricing to undersell competition can be illustrated with some of 
the present games; however, these games were not constructed 
necessarily with this teaching objective in mind. 


SUMMARY AND OUTLOOK 


Business games provide us with a relatively new and highly 
flexible teaching technique with great potentialities for teaching 
skills, attitudes, and possibly knowledge. Their use requires de- 
cisions on such questions as what management level of decision 
making to teach, use of computer or noncomputer games, use of 
competitive or noncompetitive games and the like. 

Teaching objectives and types of learning desired must be 
carefully determined in considering whether or not to have stu- 
dents play a particular business game. The instructor must de- 
cide the mix of knowledge, skills, and attitudes that he hopes his 
students will take away from his course and curriculum. 

In the future, perhaps our present day games will prove most 
useful in teaching at the lower undergraduate levels, because at 
this level, while the play is less sophisticated, the students are 
forced to acquire knowledge in preparing to play. For example, 
demand price elasticity is a new concept for the freshman or 
sophomore. 

Present games then are rudimentary teaching devices com- 
pared to what might be accomplished with games constructed and 
administered to achieve previously determined specific teaching 
objectives. A re-examination of subject matter and skills to be 
taught, combined with an awareness of how management games 
may be utilized in teaching, should lead to the construction of 
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management games of increasing usefulness to the marketing 
teacher. Thus, management games will open new horizons in the 
teaching of marketing—if we respond to the opportunities they 
present. Only our knowledge of markets and of the creative adap- 
tion of a firm’s marketing strategy to these markets limits the 
potential use of this teaching tool. 
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MEASURING PRODUCTIVITY 
CHANGES IN MARKETING 


VERNON W. RUTTAN* 
Purdue University 


RESENTATION of a discussion under the title ‘‘Measuring 
Productivity Changes in Marketing’’ to an audience consisting 

of general economists, marketing economists and agricultural 
economists poses a number of special problems. 

First of all there is the problem of identifying the particular 
sector or sectors of the economy in which marketing productivity 
is to be measured. General economists and marketing economists, 
tend to identify the marketing sector primarily in terms of the two 
commodity distribution industries—wholesale and retail trade— 
even though it is generally recognized that marketing represents 
an important activity within the agricultural, mining, manufactur- 
ing, utility and service industries! Agricultural economists, on 
the other hand, have tended to use the term marketing to cover the 
entire range of processing and distribution industries involved in 


*Vernon W. Ruttan is an Associate Professor inthe Department of Agricultural 
Economics at Purdue University. He has taught at Purdue since 1954. Before 
joining the Purdue faculty, he served as Industrial Economist with the Tennessee 
Valley Authority. Mr. Ruttan received the M.A. and Ph.D. degrees at the Univer- 
sity of Chicago. 


The author wishes to express his appreciation to Sidney Hoos, Paul Farris, and 
Richard Kohls for helpful comment and criticism on an earlier draft of this paper. 


1. The 1948 report of the Definitions Committee of the American Marketing 
Association defines marketing as ‘‘the performance of business activities that di- 
rect the flow of goods and services from producer to consumer or user.’’ Further- 
more, ‘‘the definition seeks to exclude from marketing those semi-manufacturing 
activities when they result in changes in form primarily designed to make the 
product more saleable and only incidentally to affect its use, such as packaging’’. 
‘Report of the Definitions Committee’’, Journal of Marketing, Vol. 13, No. 2, 
October, 1948, pp. 209-210. 
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transmitting food and fiber from the farm to the consumer? even 
though they have often been criticized for employing a definition, 
which, if applied in other sectors of the economy, would leave only 
the primary industries—agriculture, forestry, fishing and mining— 
outside of the marketing sector.* A more serious limitation of 
this definition is that it has probably been at least partially re- 
sponsible for the myopia which has existed among agricultural 
economists with respect to the market for farm supplies in spite 
of the fact that in 1955 out of a total estimated sales volume of 
$24.8 million, farmers purchased $12.3 million in current oper- 
ating expense items and $4.0 million in capital equipment and 
construction materials from the nonfarm sectors of the economy.4 

In this paper an eclectic approach is followed. Reference to 
productivity in marketing will generally apply to productivity in 
wholesale and retail trade only. When productivity in the mar- 
keting of agricultural commodities is discussed, however, the 
definition will be extended to cover the whole range of activities 
involved in ‘‘adding value’’ to agricultural products. Further- 
more, major attention will be given to the measurement of produc- 
tivity over time. No attempt will be made to deal with the prob- 
lems of cross sectional productivity measurement among firms or 
intra-firm productivity or efficiency analysis. 


TWO PARTIAL PRODUCTIVITY 
MEASURES 


A second problem is that of giving precise meaning to the term 
productivity. Traditionally two measures of productivity have re- 
ceived major attention by students of marketing: (a) the marketing 
margin, and (b) labor productivity. 


2. ‘Agricultural economists have rather generally followed a broad definition 
of marketing, covering not only buying and selling but also such subjects as trans- 
portation, processing and storage’’, Fredrick V. Waugh, Readings on Agricultur- 
al Marketing, Iowa State College Press, Ames, 1954, p. 4. For a similar definition 
see R. L. Kohls, Marketing of Agriculture Products, MacMillan, New York, 1955, 
p. 7. 

3. For a criticism of the definition employed by agricultural economists see 
Theodore N. Beckman and Robert D. Buzzell, ‘‘What Is the Marketing Margin for 
Agricultural Products’’, The Journal of Marketing, Vol. 20, No. 2, October, 1955, 
pp. 166-168. For a defense see Harry C. Trelogan and Kenneth E, Ogren, ‘‘What 
Is the Marketing Margin for Agricultural Products? A Rejoinder,’’ The Journal 
of Marketing, Vol. 20, No. 4, April, 1956, pp. 403-406. 

4. U. S. Bureau of the Census, U.S. Census of Agriculture: 1954, Vol. III, 
Special Reports, Part Il, Farmers Expenditures, U. S. Government Printing Office, 
Washington, D. C., 1956, pp. 2, 15. 
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Measures of the marketing margins in wholesale and retail 
trade and of the farm to retail margin for farm produced food 
products are readily available and are summarized in Tables 1 
and 2. The data on marketing margins in wholesale and retail 
trade exhibit two interesting features: (a) a rise in the share of 
final value accounted for by retail trade from 32.7 per cent in 
1869 to 37.0 per cent in 1929 and relative stability since 1929; (b) 
a decline in the share of final value accounted for by wholesale 
trade (independent wholesalers’ and manufacturers’ sales branch- 
es) occurring mainly between 1889 and 1929. The extent to which 
current developments (tending to blur the distinction between 
wholesale and retail trade) have affected these trends in the imme- 
diate past and are likely to affect them in the future, is not clear. 

The major element of interest in the data on the farm to retail 
margin is the relative instability of the series. Relatively stable 
processing, transportation and distribution costs coupled with 
highly variable farm product prices have forced this instability. 

Although data on labor productivity in marketing has been less 
generally available than data on the marketing margin, some over- 
all historical comparisons are possible for both the distribution 
and the food processing sectors (Table 3). In the case of the food 
processing sectors, labor productivity data is also available for 
major subsectors$ 

Since 1899 labor productivity in commodity distribution—in 
marketing—has increased at a slower rate than in the private 
domestic economy as a whole and at a slower rate than in the 
manufacturing sector which processes most of the products which 
pass through the distribution sector. In the food,processing indus- 
try, an important contributor to the marketing margin for farm 
produced food products, labor productivity maintained pace with 
labor productivity in the manufacturing sector as a whole during 
the first half of the period since 1899. Since 1929, however, labor 
productivity in food processing has failed to increase as rapidly 
as in the rest of the manufacturing sector. 

Interesting as these marketing margin and labor productivity 
series may be for some purposes their interpretation is far from 
clear. If interest is centered on measuring either the short run 


5. John W. Kendrick, Productivity Trends in the United States, Princeton Uni- 
versity Press, (forthcoming, 1960); Imogene Bright, ‘‘Trends in Labor Input and 
Output in Selected Agricultural Processing Industries, 1947-57,’’ Agricultural 
Economics Research, Vol. 11, No. 4, October 1959, pp. 115-120. See also the 
references in ‘“‘Selected References on Productivity Published inthe United States,’’ 
U. S. Bureau of Labor Statistics, Washington, 1952, pp. 6-8. 
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TABLE 1 


DISTRIBUTION COST AS A PERCENT OF RETAIL VALUE FOR 
ALL COMMODITIES, 1869 - 1929 


1869 1879 1889 1899 1909 1919 1929 1939 1948 
Value Added by 


Wholesalers 9.5 9.6 9.6 9.2 8.9 8.5 8.1 8.0 “eG TS 
Retailers 23.2 24.1 25.1 26.2 27.6 28.0 28.9 28.6 29.7 29.7 
Total $2.7 33.7 34.7 35.4 36.5 36.5 37.0 36.6 $37.3 37.4 


Source: Harold Barger, Distributions Place on the American Economy Since 
1869, Princeton University Press, Princeton, 1955 (National Bureau 
of Economic Research Number 58, General Series) Tables 17 and 
19. Different estimation procedures were used for years prior to 
and after 1929. According to Barger; ‘*To combine these (individ- 
ual industry) data into system is needed, and this may be based 
either on (1) commodity output or (2) volume of sales. However, 
since the first federal census of distribution was not taken until 
1929, for 1869-1929 we are forced. . .to use the commodity-output 
method, building up retail sales totals from production data, For 
1929, 1939, and 1948, on the other hand censuses of distribution give 
us retail sales directly. . .’’ 


TABLE 2 


PERCENT OF RETAIL VALUE OF FARM PRODUCED 
FOOD PRODUCTS, ACCOUNTED FOR BY 
FARMER’S SHARE AND VALUE ADDED 

BY MANUFACTURE: 1913-58 


1913 1919 1929 1939 1944 1949 1954 1957 
Value Added by 


Manufacture 54 52 58 62 47 53 57 60 
Farmer’s Share 46 48 42 38 53 47 43 40 
Retail Value 100 100 100 100 100 100 100 # 100 


Source: 1913-54 from Farm-Retail Price Spreads For Food 
Products, USDA, AMS, Miscellaneous Publication 741, 
Washington, November 1957. 1957 from U.S. Depart- 
ment of Agriculture, Agricultural Statistics, 1958, 
United States Government Printing Office, Washington; 
1959, p. 460. 


impact of changes in efficiency or the longer run impact of tech- 
nological change both measures are clearly inadequate. 

The marketing margin can in no sense be regarded as a meas- 
ure of the ‘“‘efficiency’’ of the marketing process. Neither is it, 
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TABLE 3 


LABOR PRODUCTIVITY IN FOOD PROCESSING, ALL 
MANUFACTURING, DISTRIBUTION AND TOTAL 
PRIVATE DOMESTIC ECONOMY, 1899-1957. 


1899 1909 1919 1929 1939 1949 1953 1957 
Food Processing’ 56 60 59 100 108 127 143 157 
All Manufacturing? 46 52 58 100 117 138 163° - 
Distribution*® 67 78 89 100 96 119 - 


Total Private* 
Domestic Economy 61 70 80 100 124 153 173 193 


Source: ‘John W. Kendrick, Productivity Trends in the United 
States, Princeton University Press, forthcoming 1960, 
Table D-III a 
"Ibid, Table D-I 
SHarold Barger, Distributions Place in the American 
Economy Since 1869, Princeton University Press, 1955 
National Bureau of Economic Research, Number 58, Gen- 
eral Series p. 38. 

‘Solomon Fabricant, Basic Facts on Productivity Change, 
National Bureau of Economic Research, Occasional Paper 
63, 1954, pp. 43 and 45. 


as Professor Cox has asserted, a measure of factor inputs used 
in marketing.® In dollar terms the marketing margin is simply an 
approximate measure of the ‘‘value added’’ or net output of the 
sector or sectors to which the margin concept is applied. Asa 
ratio it represents nothing more than the ratio of net to gross 
output for the marketing sector. The limitations of the marketing 
margin as an efficiency criteria are, of course, so widely recog- 
nized that one almost runs the risk of attacking a straw man by 
devoting time to discussion of the concept, and its limitations as a 
measure of value added have led to the development of a new 
‘‘marketing bill’’ series for agricultural products.” 

The limitations of the labor productivity measure are not so 
widely recognized. This stems, no doubt, from the fact that labor 
productivity does possess one essential element of an efficiency 


6. Reavis Cox, ‘‘The Meaning and Measurement of Productivity in Distribu- 
tion,’? The Journal of Marketing, Vol. 12, No. 4, April, 1948, pp. 433-441. It is 
true, of course, that in equilibrium, the value of net output is, by definition, identi- 
cal to the inputs used to produce the net output. 

7. K. E. Ogren, ‘‘The Marketing Bill for Agricultural Products,’’ Agricultural 
Economics Research, Vol. 7, October, 1955, pp. 101-107 and ‘‘The Farmer Share: 
Three Measurements,’’ Agricultural Economics Research, Vol. 7, April, 1956, pp. 
43-50. 
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measure—it compares an output measure with an input measure. 
But labor is only a partial input measure. In order to interpret a 
productivity measure in terms of efficiency, the comparison must 
be made in terms of average output per unit of total input—that is 
total rather than partial productivity. ® 

This apparently is what Alderson had in mind in 1948 when he 
proposed that productivity in distribution be measured by the index 
of unit sales per shopping hour divided by an index of total inputs 
measured in terms of man hour equivalents.® Black and Houston 
urged the development of total input-output measures in 1950,1° and 
Stigler has recently called explicit attention to the difficulty of in- 
terpreting Barger’s results indicating an annual increase in output 
per man-hour of 1.0 per cent in wholesale and retail trade in con- 
trast to an annual increase of 2.3 per cent per year in the com- 
modity producing industries. According to Stigler, ‘‘. . . if one 
defines productivity as output per unit of all inputs, then it is less 
certain that the growth of productivity in trade. . . has been so 
much slower than in the commodity-producing industries. These 
latter industries have economized in the use of labor but have been 
relative prodigal in the use of capital.’ 


8. See for example, John W. Kendrick, Productivity'Trends: Capital and Labor, 
National Bureau of Economic Research, Inc., New York, 1956, pp. 2-7; George J. 
Stigler, ‘‘Economic Problems in Measuring Changes in Productivity’’ in Output, 
Input and Productivity Measurement, Princeton University Press, Princeton, forth- 
coming 1960 (National Bureau of Economic Research Studies in Income and Wealth 
25); Vernon W. Ruttan, Technological Progress in the Meat Packing Industry, USDA, 
Agricultural Marketing Research Report, January 1954, pp. 15-28. 

9. Wroe Alderson, ‘‘A Formula for Measuring Productivity in Distribution,’’ 
Journal of Marketing, Vol. 12, No. 4, April, 1948, pp. 442-448. Alderson’s formula 
was constructed from the following elements: 


a. A measure of the Output of distribution. 


Number of retail unit sales 


Number of shopping hours = Unit sales per shopping hour 


b. A measure of the inputs employed in distribution 


Total expenses of distribution 


= -hour i nts 
Average hourly wage rate Man-heur equivale 


c. A final ratio 


Index of unit sales per shopping hour 
Index of man-hour equivalents 


10. John D. Black and Neil T. Houston, Research in Resource Use Efficiency 
in the Marketing of Farm Products, Howard Studies in Marketing Farm Products, 
#1-H Cambridge, June 1950. 

11. George J. Stigler, Trends in Employment in the Service Industries, Prince- 
ton University Press, Princeton, 1956 (National Bureau of Economic Research 
General Series #59), p. 145. 


=Productivity in Distribution 
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Stigler’s point is well taken. I would be reluctant, however, to 
promote the development of total productivity measures on the 
grounds that distribution would show up better relative to other 
industries in productivity comparisons. Trends toward greater 
capital intensity in retailing, the shopping center development for 
example, may work to restrict capital productivity just as dupli- 
cation of sales effort, multiplicity of sales outlets, and other 
structural imperfections have limited the growth of labor produc- 
tivity. 


MEASURING TOTAL PRODUCTIVITY 


Before one can evaluate the adequacy of any particular pro- 
posal for measuring total productivity in marketing, however, four 
questions must be answered. 


1. Should output and input be measured net or gross of current 
operating expenses? If the objective is to measure inter-firm, or 
inter-industry productivity differences, output should clearly be 
measured in terms of ‘‘value added’’ or net output and inputs 
should include only the primary factors—labor and capital (in- 
cluding land and buildings)—contributed by the particular firms or 
industries being studied. The purpose of using ‘‘net’’ measures of 
output and input is to eliminate double counting of inputs and out- 
puts due to inter-firm and inter-industry commodity flows. Only 
if inputs and outputs are defined net of current operating expenses 
will the weighted average of the rates of change in output per unit 
of input achieved by individual firms or industries equal the rate 
of change achieved by the entire group of firms or industries for 
which comparisons are being made.!?2 The differential effect of 
using net and gross measures on total productivity is illustrated 
for the meat packing and manufactured dairy products industries 
in Table 4. 


2. Should an attempt be made to adjust for changes in the qual- 
ity of products and factors? In the case of products, the answer is 
clearly positive. The question is not whether attempts should be 
made to measure changes in product quality. Rather it is how to 
distinguish between price changes which should be reflected only 
in the price index and those which reflect quality improvement and 
hence should be reflected in the output index. 


12. See Kendrick, Productivity Trends: Capital and Labor, op. cit. Also 
Ruttan, Technological Progress in the Meat Packing Industry, op. cit. 
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TABLE 4 


COMPARISON OF GROSS AND NET TOTAL PRODUCTIVITY INDEXES 
IN THE MEAT PACKING AND MANUFACTURED DAIRY 
PRODUCTS INDUSTRIES. 


(1929 Weights) 


1919 1929 1947 1954 
Meat Packing# 
Gross 97 100 103 106 
Net 93 100 127 160 
Manufactured Dairy Products 
Gross 113 100 153 155 
Net 52 100 153 195 


Source: 71919-45 from Vernon W. Ruttan, Technological Progress in the Meat- 
packing Industry, 1919-45, USDA, Agricultural Marketing Research Re- 
port No. 59, Washington, January 1954, Tables 2 and 3. (Estimate B). 
1954 computed by procedure outlined in MRR #59. 


be, E. French and T. C. Walz, **Impact of Technological Developments on 
the Supply and Utilization of Milk,’’ Journal of Farm Economics, Vol. 39, 
No. 5, December 1957, Table 1. 


The gross total productivity indices presented here will differ from those 
presented in John W. Kendrick, Productivity Trends in the United States, 
Princeton University Press (forthcoming) since the calculation is ‘‘*gross’’ 
on both the input and the output side. Kendrick’s estimates are ‘‘gross’’ 
on the output side only. 


On the input side, the issues are somewhat less clear. Schultz 
has argued that correction for changes in the quality of labor in- 
puts would sharply reduce the magnitude of productivity gain esti- 
mates.J3 Dennison, on the other hand, takes the position that cor- 
rosion for input quality changes would obscure the very changes 
that productivity is designed to measure. 

There is no doubt that Schultz is correct in asserting that fail- 
ure to correct for changes in labor quality can result in substan- 
tial bias in productivity estimates. Even the simple expedient of 


13. T. W. Schultz, ‘‘Reflections on Agricultural Production, Output, and 
Supply,’’ Journal of Farm Economics, Vol. 38, #3 (August 1956), pp. 748-762. 
For comments on the paper and a reply by Schultz see Earl O. Heady, ‘‘Output in 
Relation to Input for the Agricultural Industry,’’ Ibid. Vol. 40, #2, May 1958, pp. 
393-405; T. W. Schultz, ‘‘Output-Input Relationships Revisited,’’ Ibid., Vol. 40, 
#4 (November 1958), pp. 924-931; Earl O. Heady, ‘‘On Output-Input Relationships 
Revisited: A Reply,’’ Ibid., Vol. 41, #1, February 1959, pp. 134-136. 

14, Edward F. Denison, ‘‘Theoretical Aspects of Quality Change, Capital Con- 
sumption, and Net Capital Formation,’’ in Problems of Capital Formation, Prince- 
ton University Press, Princeton, 1957, pp. 215-261. (National Bureau of Economic 
Research Conference on-Research in Income and Wealth, Vol. 19). 
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weighting the man-hour series by inter-industry earning differen- 
tials as a partial adjustment for labor quality produces quite 
striking results in national productivity estimates. According to 
Fabricant: ‘‘Physical output per man-hour in the private economy 
has grown at an average rate that appears to be about 2.3 per cent 
per annum. Comparing output with a measure of labor input in 
which a highly paid man-hour of work counts proportionately more 
than a low-wage man-hour yields a measure of (labor) productivity 
for the private economy that grew at a significantly smaller rate— 
about 2.0 per cent per annum.’’» 

Failure to adjust for changes in factor quality clearly results 
in an overestimate of productivity change. The quality adjustment 
should, as Dennison insists, however, reflect only the cost of 
bringing the higher quality inputs into use rather than completely 
offsetting the productivity of the higher quality inputs. 


3. What form of aggregation should be employed in combining 
inputs and outputs? Although simple arithmetic weighting is 
typically employed in aggregating inputs and outputs, it frequently 
is not recognized that this procedure involves the implicit as- 
sumption of an arithmetically linear production function. Geo- 
metric weighting procedures which are used less frequently in- 
volve the implicit assumption of a Cobb-Douglas type production 
function.46 Solow has recently suggested the use of a ‘‘general- 
ized’’ weighting procedure which he argues does not imply an 
implicit assumption regarding the particular form for the produc- 
tion function.17 A comparison of the productivity indexes using 
arithmetic, geometric and the ‘‘generalized’’ weighting procedure 
using exactly the same input and output data for the agricultural 
sector is presented in Table 5. In the examples presented in 
Table 5, the productivity indexes based on arithmetic weighting 
procedures lie somewhat above the indexes based on the gener- 


15. Solomon Fabricant, Basic Facts on Productivity Changes, National Bureau 
of Economic Research, Inc., New York, 1959, p. 3, (Occasional Paper 63). 

16. For an example see V. W. Ruttan, ‘‘The Contribution of Technological 
Progress to_ Farm Output,’’ Review of Economics and Statistics, Vol. 37, No. 1, 
February 1956, pp. 61-69 and Thomas T. Stout and V. W. Ruttan, ‘‘Regional Pat- 
terns of Technological Change in American Agriculture,’’ Journal of Farm Eco- 
nomics, Vol. 40, No. 2, May 1958, pp. 196-207. 

17. Robert M. Solow, ‘‘Technical Change and the Aggregate Production Func- 
tion,’’ The Review of Economics and Statistics, Vol. 39, No. 3, August 1957, pp. 
312-320. 
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TABLE 5 


ALTERNATIVE TOTAL PRODUCTIVITY INDEXES FOR THE 
AGRICULTURAL SECTOR, 1910-55. 


Method and source of estimate 1910-1914 1925-1929 1938-1949 1953-1955 


Arithmetic weights 


Laspeyre weights 100.0 107.2 130.0 158.1 
Paasche weights 100.0 107.9 129.4 152.3 


Geometric weights 


Laspeyre weights 100.0 107.6 130.8 164.0 
Paasche weights 100.0 108.3 129.3 158.6 
Generalized weighting procedure + 100.0 107.1 122.4 152.4 


Source: Vernon W. Ruttan, Technological Change in the Agricultural and Non- 
Agricultural Sectors of the U.S. Economy, (in draft). 


alized weighting procedure and somewhat below the indexes based 
on the geometric weighting procedure. !® 


4. Should any attempt be made to deal with the problem of in- 
dex number bias? Published productivity estimates are typically 
based on Laspeyre (base period) indexes. Although professional 
workers are well aware that changes in factor prices relative to 
each other or product prices relative to each other can bias pro- 
ductivity comparisons, this fact is frequently overlooked by con- 
sumers of productivity information. More extensive publication 
of productivity indexes based on both Laspeyre and Paasche 
weights would certainly seem justified. The BLS has already 
made a start in this direction for the manufacturing sector9 
Where the indexes based on the alternative base periods show 
fairly close agreement for a particular period, as in the examples 
presented in Table 5, presentation of the two series would result 
in increased confidence in the comparisons. Where wider differ- 
ences are indicated, consumers of the data are given adequate 
warning of their lack of reliability. 


18. Sidney Hoos has raised the question ( ina letter) as to whether the usual 
‘production function’’ concept can be brought over from production economics into 
marketing without considerable modification. For further thought on the idea of 
adopting the ‘‘production function’’ into a ‘‘marketing function’’ see the article by 
Hoos, ‘‘The Advertising and Promotion of Farm Products—Some Theoretical Is- 
sues,’’ Journal of Farm Economics, Vol. XLI, No. 2, May 1959, pp. 349-363. 

19. Leon Greenberg, ‘‘Output Per Man-Hour in Manufacturing, 1939-47 and 
1947-53,’’ Monthly Labor Review, January 1956, pp. 1-6. 
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TOTAL PRODUCTIVITY AND 
TECHNOLOGICAL CHANGE 


In addition to their use in short run efficiency, comparisons, 
and total productivity changes over longer periods are often em- 
ployed as measures of technological change. In addition to the four 
problems discussed above, three further conditions must be met 
if total productivity is not to result in a biased measure of tech- 
nological change.”° 


1. Resource and product combinations in both periods must 
approximate the combinations that would be employed under con- 
ditions of competitive equilibrium. This condition can never be 
precisely met in practice, but it does justify the allocation of sub- 
stantial time and effort in attempts to identify periods of at least 
relative ‘‘equilibrium’’ or ‘‘stability’’ as the anchor points for 
long period comparisons?! Failure to base comparison on such 
periods will result in the confusion of short period shifts in ‘‘ef- 
ficiency’’ with longer period changes in technology. 


2. Constant returns to scale must hold in both comparison 
periods. Again this condition cannot be expected to hold in most 
cases. Techniques do exist, however, to estimate the extent to 
which economies and dis-economies to scale prevail and sugges- 
tions have recently been made for estimating the extent to which 
returns to scale have contributed to the growth of productivity. 
Stigler has estimated that economies of scale have been of roughly 
the same order of magnitude as technological change in bringing 
about productivity increases in the American economy over the 
last six decades.?? 


20. For a more rigorous discussion of these points see Stigler, ‘‘Economic 
Problems in Measuring Changes in Productivity,’’ op. cit.; George W. Ladd, 
‘‘Biases in Certain Production Indexes,’’ Journal of :Farm! Economics, Vol. 39, 
No. 1, February 1957, pp. 75-85; Ruttan, Technological Progress in the Meat 
Packing Industry, op. cit. 

21. See for example the report by Ralph H. Loomis, ‘‘Effect of Weight Period 
Selection on Measurement of Agricultural Production Inputs,’’ Agricultural Eco- 
nomics Research, Vol. 9, (October 1957), pp. 129-135; also V. W. Ruttan and 
Thomas T. Stout, ‘‘Regional Differences in Factor Shares in American Agriculture,’’ 
Journal of Farm Economics (forthcoming, February 1960). 

22. Stigler, ‘‘Economic Problems in Measuring Changes in Productivity, op. 
cit. 
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3. Technological change must be neutral. That is, technologi- 
cal change must act only to shift the production surface and not to 
change the productivity coefficients of individual inputs. If this 
condition is not met, then no single indicator can adequately pro- 
vide an unbiased measure of technological change.”* This condi- 
tion can hardly be met for any single innovation but there is rea- 
son to believe that it may not be too unrealistic for broad seg- 
ments of the economy over time?4 

Changes resulting from (a) shifts along the production function 
to move efficient input and/or output combinations, (b) returns to 
scale, and (c) non-neutral shifts in the production function are, 
however, usually not identified. Thus, total productivity indexes 
should usually be regarded as a measure of the combined effect of 
technological change and the three factors identified above. 


WHERE DO WE STAND? 


What can be said about the current status of productivity meas- 
urement in marketing in the light of the previous discussion? 

First, the most widely available measure, the marketing mar- 
gin, does not meet any of the essential requirements of a produc- 
tivity measure. This is not to argue that marketing margin series 
may not be useful for other purposes or that much useful analytical 
work may not be centered on the factors which bring about changes 
in marketing margins. 

Second, the data on labor productivity in marketing which is 
gradually becoming available does not provide a reliable index of 
either short run efficiency changes or longer run changes in tech- 
nology. Again, this is not to imply that labor productivity data 
may not be useful for other purposes. In the projection of both 
short and long term relationships between output and employment, 
for example, labor productivity growth rates have proven highly 
useful 

Third, we are apparently no closer to having a generally avail- 


23. For a technical discussion of the neutrality problem see Solow, ‘‘Technical 
Change and the Aggregate Production Function,’’ op. cit.; also Ruttan, Technological 
Change in the Meat Packing Industry, op. cit. 

24. Solow, op. cit. 

25. For a vigorous exposition of this point see Sidney Weintraub, A General 
Theory of the Price Level, Output, Income Distribution and Economic Growth, 
Chilton, Philadelphia, 1959, pp. 111-118. 
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able consistent set of estimates of total productivity for the com- 
modity distribution sector or its various sub-sectors today than 
we were over a decade ago when the papers by Alderson and Cox, 
to which I referred earlier, were discussed at the 1947 BLS Con- 
ference on Productivity Measurement. 

Furthermore, I am not convinced that the lack of adequate total 
productivity measure is because they are more difficult to obtain 
in marketing than in other areas of the economy. In many re- 
spects, capital inputs in distribution should be easier to measure 
than in other sectors. 

I suspect, however, that as long as the marketing profession 
continues to accept marketing margin and labor productivity 
measures as centers around which to focus interest in over-all 
efficiency the federal statistical agencies will be rather slow to 
provide total productivity data. 
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INTERPRETING PRODUCTIVITY 


MEASUREMENTS AND THEIR 
APPLICATION TO ECONOMIC 
PROBLEMS 


EWAN CLAGUE* 
U. S. Department of Labor 


HE term ‘‘productivity’’ found its way into economic literature 

about a century ago in the form of the marginal productivity 
theory of value. There is no need of analyzing that theory before 
an audience of professional economists. It is sufficient to remind 
you that this is a theory which relates the value of the marginal 
product to the value contributions of the factors of production 
(land, labor, capital). However, for purposes of this paper, I must 
emphasize three points: First, this equivalence of input and output 
occurs at the margin; second, the inputs and output are related in 
both value terms and physical quantities; and third, the theory at- 
tempts to account for the division of the value product among the 
factors. Thus, according to this theory, the wages paid to labor 
will equal the value productivity of labor at the margin. 

So much for theory. On the practical side there were two sig- 
nificant developments which had an important bearing on the con- 
cept of productivity. One of these, which began about the turn of 
the century, was the industrial engineering approach of Taylor 
(and others) with their ermphasis on time-and-motion study. Tay- 
lor’s idea was that, at the bench or the machine, the output of the 
individual worker could be vastly increased without additional ef- 
fort. Workers generally characterized this as a ‘‘speed up;’’ but 


*Ewan Clague is Commissioner of Labor Statistics in the U. S. Department of 
Labor. With the exception of a brief term as Special Assistant to Secretary of 
Labor James P. Mitchell, Mr. Clague has served as Commissioner of Labor Sta- 
tistics since 1946. He has also served as Director of the Bureau of Employment 
Security of the Social Security Board, as Director of Research for the Social Secur- 
ity Board, and as Professor of Research and Statistics in the School of Social Work, 
University of Pennsylvania. 
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in fairness to Taylor it must be said that he considered this a 
costless (to the worker) increase in output, and he certainly 
thought this increase would be reflected in the worker’s earnings. 
However, the important point for us here is that Taylorism im- 
plied a physical concept of productivity—labor time was related to 
quantity of product. It also highlighted the contribution to produc- 
tion of the individual worker—his own productivity. 

Some years earlier the government had taken a hand in this 
matter. Congress, by a joint resolution in 1894, directed the then 
Commissioner of Labor to investigate and report on: 


the effect of the use of machinery upon labor and the cost 
of production, the relative productive power of hand and 
machine labor, the cost of manual and machine power as 
they are used in the productive industries, and the effect 
upon wages of the use of machinery operated by women 
and children; and further, whether changes in the creative 
cost of products are due to a lack or to a surplus of labor 
or to the introduction of power machinery. 


The survey covered over 60 manufacturing industries as well 
as representative operations in agriculture, mining, quarrying, 
and transportation. The analysis consisted of a comparison be- 
tween (a) the labor time in hours and (b) the labor costs in dollars 
of the machine methods of the 1890’s and the hand methods of a 
quarter to a half century earlier. The year 1894 was one of de- 
pression and unemployment. The intent of the Congress is quite 
clear—they were concerned about labor displacement by machinery 
and the substitution of women and children for men workers. 

Note that this study measured output in physical terms, re- 
lating labor time (and labor costs) to physical output of goods. 
Furthermore, the comparisons that were made in the study were 
based upon average or representative performances of firms and 
industries rather than upon marginal performances. 

In subsequent special studies over the next 30 years, the Bur- 
eau of Labor Statistics continued to use this type of productivity 
measurements, namely, relating the output of a given firm or 
commodity to the man-hours of labor expended on its production. 
In the middle 1920’s a new idea was developed, namely, the making 
of annual indexes of output per man-hour for an industry or some 
particular operation. Although the Bureau by that time was using 
the term ‘‘labor productivity’’ quite freely, it was clearly under- 
stood that the term merely meant industrial output expressed as 
a ratio to labor input. 
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Since current employment statistics in those days covered only 
production workers, it was the man-hours of these workers which 
were used for the calculation of annual indexes of output per 
man-hour. Because the purpose was to measure trends (not lev- 
els) of productivity, this limitation was not considered serious. 
However, following World War II, nonproduction workers, such as 
office workers and other white-collar workers, have been expand- 
ing in practically all manufacturing industries, while production 
workers have been declining in a good many industries. There- 
fore, production workers are no longer reasonably representative 
of trends in the total employment in manufacturing. So at the 
present time, the Bureau of Labor Statistics, wherever the data 
permit, is introducing measures of total employment, including 
both production workers and office workers, in calculating produc- 
tivity trends. 

During the great depression of the 1930’s, public attention was 
centered upon problems of unemployment. This was the time 
when many people attributed unemployment in large measure to 
the displacement of men by machines. World War II demonstrated 
the futility of this theory. It became evident that the unemploy- 
ment of the 1930’s was not due to mechanization as such, but to 
other causes. Furthermore, it was also clear that the introduc- 
tion of new technology is a slow process, perhaps quite spectacu- 
lar in specific productive operations and industries, and very im- 
portant over a long time span, but small in relation to the total 
sweep of the American economy over a short period of time. 

After World War II some new developments created additional 
needs for productivity measurement. One event was the passage 
of the Employment Act of 1946, through which the Nation expressed 
its determination to maintain high levels of employment under 
practically all circumstances. The Act was passed at a time when 
there was great concern about a possible postwar depression with 
consequent unemployment of millions of workers. The primary 
emphasis of the Act was on stability, meaning the elimination, or 
at least the mitigation, of cycles of prosperity and depression. 

As the fear of depression has faded with the passage of years, 
attention has shifted to the rate of growth of the economy. The 
elimination of cycles is in itself a factor making for faster growth, 
because alternative swings of prosperity and depression probably 
slow down the growth of the economy to some extent. However, 
the remaining problem then becomes, is the economy growing as 
fast as it could? It was on this point that there was renewed in- 
terest in productivity measurement for the economy as a whole, 
since productivity is a primary factor in determining the rate of 
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growth. This type of productivity measurement is a global con- 
cept, relating the Nation’s total output of goods and services to the 
total labor time expended in production. 

Another postwar development was the application of the pro- 
ductivity idea to collective bargaining. In the General Motors 
agreement with the United Automobile Workers in 1948, the com- 
pany agreed to pay each year a wage increase based upon tech- 
nological progress. The wording of the section in the General 
Motors contract is as follows: 


The annual improvement factor provided herein recog- 
nizes that a continuing improvement in the standard of 
living of employees depends upon technological progress, 
better tools, methods, processes and equipment, and a 
cooperative attitude on the part of all parties in such 
progress. It further recognizes the principle that to 
produce more with the same amount of human effort is a 
sound economic and social objective. 


The word ‘‘productivity’’ is not used, nor is there specific 
reference to output per man-hour. Neither is there any mention 
of the rate of increase, the length of the trend, or the scope of the 
concept. 

This brief, historical review does not by any means exhaust the 
list of the concepts and the measurements of productivity, but it 
should be sufficient to show how diverse these concepts and uses 
are. No wonder the term productivity is confusing to both econo- 
mists and to laymen, and no wonder there are many proposed 
measures of this factor. 

And there are indeed productivity measurements of many dif- 
ferent dimensions. At one extreme is the simple measurement of 
the output of units of product by the individual worker or crew. 
This is a measure of physical output, but it is directly converted 
into value for the wage earner by the hourly wage, by the piece 
rate, or by incentive bonuses. Furthermore, since the machines 
and the processes are in existence when the wage rates are set, 
the variations in output can be attributed to the efforts of the in- 
dividual worker (or the crew). It is not surprising that many 
workers have firm ideas about the output of goods being directly 
due to the skill and effort of each individual worker. 

The employer looks at this type of productivity measurement 
in a somewhat different way. He is lessinterested in such produc- 
tivity expressed as output per man-hour than he is in the reverse 
form of expression—man-hours per unit of product. In this way 
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he can measure the amount of labor time required for an opera- 
tion, and thus can calculate his labor costs, as well as gauge the 
places where substitution of capital for labor might be profitable. 

Management has a continuing interest in reducing costs of 
operation, including labor costs. Since wages can seldom be cut, 
except in extreme depression, this interest takes the form of 
trying to reduce the number of men required for the operation, or 
to increase the output within the same labor time. This is the 
aspect of labor-management relations which takes the form of 
disputes over ‘‘working rules,’’ ‘‘customary work practices,’’ 
‘frestriction of output,’’ etc. The complexity of this issue be- 
comes evident when we consider the many thousands of plants and 
industries in which local work practices differ. Management’s 
interest is to make changes; labor’s interest is to try to control 
or participate in these changes. But these local conditions can be 
different, not only among industries but even among plants within 
the same company. 

At an intermediate level we have similar productivity statistics 
for an industry, combining or averaging the data for individual 
firms. However, the more common type of industry data are 
chronological indexes measuring changes in output per man-hour 
from year to year. Such indexes can be derived from production 
data for the industry as a whole, which can be matched with com- 
parable employment data showing the man-hours of work. The 
result provides an annual index of output per man-hour, which can 
then be computed year after year. 

However, industry production indexes can’t always be built 
from physical output figures, which are sometimes so diffuse and 
variable as to render it difficult to combine them all in an indus- 
try-wide figure. When an industry has a single basic product, 
such as cement, the physical output method is practicable. In 
many areas, however, where physical output data are not avail- 
able or adequate, alternative methods such as the price deflation 
of value of output may be used. Another approach to the develop- 
ment of output per man-hour measures involves the deflation by 
appropriate price indexes of the value added in that productive 
process. The result gives in constant dollars the net value added 
from year to year, which is an approximation of the real product. 
This method (or an approximation of it) is used in the computation 
of productivity indexes for groups of industries, for major sec- 
tors of the economy, and for the economy as a whole. 

The Bureau of Labor Statistics has published within the past 
year a series of indexes of output per man-hour over the period 
1947-58 for the private economy as a whole, for agriculture and 


Wiha 


‘ 
‘ 


INTERPRETING PRODUCTIVITY MEASUREMENT 357 


nonagriculture separately, and for manufacturing and nonmanufac- 
turing within nonagriculture. These data show that output per 
man-hour for the total private economy increased at a rate of 
from 3 to 32 per cent per year on the average. 

The range is due mostly to differences in the method of com- 
puting man-hours. The Bureau of the Census asks householders 
to report the hours they actually worked, excluding holidays, vaca- 
tions, and sick leave; such a report represents the actual time 
spent at the plant. On the other hand, the Bureau of Labor Statis- 
tics asks employers to report the total hours paid for, including 
payments to employees on leave, vacation, etc. The actual dif- 
ference between the two man-hour measurements may be due to 
statistical differences as well as conceptual differences. 

Some economists have criticized the Bureau of Labor Statistics 
for using this “hours paid’’ concept instead of ‘‘hours actually 
worked;’’ but our judgment is that both figures are necessary and 
useful. One of the more important statistical series issued each 
month is the average hourly earnings of production workers in 
several hundred industries. If productivity and earnings trends 
are to be compared, both should be computed on the same basis. 
That is to say, ‘“‘hours paid’’ should be used in both series—or 
both should be on an ‘‘hours worked’’ basis. 

To return to the trends picture, the sector making the most 
spectacular progress since World War II is agriculture. (Chart 1) 
From 1947 to 1958 the output per man-hour in agriculture more 
than doubled—an annual average rate of increase of 6.2 per cent. 
The high productivity rate for the economy as a whole, during this 
postwar period, has been due almost entirely to the performance 
of agriculture, with an average rate of gain more than twice as 
fast as the entire private nonfarm economy (2.4-2.9 per cent per 
year). Manufacturing averages somewhat higher ‘than the rest of 
the private nonfarm sector. Among the industries in this nonfarm 
sector are wholesale and retail trade. 

A word of caution is necessary concerning productivity in 
agriculture. It is true that agriculture has forged far ahead since 
1947, but this does not show that the level of productivity on farms 
is ahead of the level in nonfarm industry. On the contrary, the 
level of output per man-hour in agriculture has in the longer past 
been behind that of industry in general, and far behind that of many 
individual industries. What has happened recently is that agricul- 
ture is catching up with industry’s productivity levels. 

The close connection between productivity and real wages has 
long been recognized by economists. In the short run, wages can 
gain at the expense of profits, interest, rent, royalties, taxes or 
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CHART I 


INDEXES OF 
Proouct Per MAN-Hour 
Paid IN THE PRivATE Economy, 1947-58 
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other shares in the total product. Or, in a particular industry or 
sector of the economy, the workers can obtain real differential ad- 
vantages in wages over workers in less prosperous industries. 
But for the economy as a whole in the long run, the general level 
of real wages tends to rise only as fast as productivity increases. 
A rising standard of living for a nation is obtained largely from 
productivity gains. 

We have two charts which illustrate this point. One shows out- 
put per man-hour in manufacturing for the 25-year period, 1914- 
39, (Chart II) compared to the real earnings of factory workers, 
(Chart III). Despite all the inadequacies in the data, two points 
stand out: First, the general trends of the two series are quite 
similar; but, second, there are wide variations from year to year. 
Of course, this close correspondence for manufacturing was 
somewhat fortuitous. A principle which holds for the economy as 
a whole is not necessarily valid for major sectors. Factory work- 
ers might have achieved gains in real wages at the expense of 
other classes of workers; or conversely, they might have con- 
tributed their productivity gains to real wages elsewhere. The 
chart seems to indicate that they reaped their own productivity 
gains. 

The next chart shows a similar comparison for the period 
1947-58. In this case we have used the real product per man-hour 
for the total private economy and two kinds of real compensation— 
for the total private economy and for the private non-farm, that is, 
excluding farmers’ incomes and farm wages. The general cor- 
respondence of the productivity and compensation trends is quite 
evident. It is equally clear that in the middle years of the period 
non-labor factors were getting some benefit from productivity 
gains, while in recent years real compensation has rua ahead of 
productivity. Over the entire period the change in real compensa- 
tion per man-hour has been about the same as the increase in 
overall output per man-hour. 

However, this economic truism concerning productivity and 
real wages does not readily lend itself to statistical measurement, 
nor does it provide precise policy guidance. What is the long-run 
trend in productivity for the economy as a whole? Measurements 
of productivity trends can differ widely, depending on the length of 
the period of time covered, the specific statistical methods se- 
lected, and the uses to which the results are to bé put. 

Our analysis in this paper has surely demonstrated the multi- 
tude of concepts and measures which come under the general term 
“‘productivity.’’ Consider how remote from each other are (a) 
measures of output of individual workers and crews, and (b) a 
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CHART II 


OUTPUT PER MAN-HOUR AND 
“REAL” HOURLY EARNINGS 
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comprehensive measure of trends in output per man-hour for the 
economy as a whole. It is difficult to connect two such remote 
ideas in any meaningful way. 

This problem has been sharpened during the past decade be- 
cause of the rapid growth of future or deferred wage increases 
negotiated through collective bargaining contracts. Mention was 
made earlier of the General Motors contract of 1948. It is in- 
teresting to trace the expansion of this idea since that first con- 
tract was negotiated. 

This tie-up between productivity and future annual wage in- 
creases did not attract much attention at first. In fact, some 
labor and management groups tended to condemn the General 
Motors contract. However, when the outbreak in Korea occurred, 
with price and wage stabilization on the horizon, literally hundreds 
of contracts were negotiated on this pattern. These were nego- 
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tiated in the hope and expectation that such contracts would be 
accepted by a wage stabilization agency (as in fact they later 
were). In the period of price stability following Korea, some labor 
groups tended to lose interest in quarterly escalation based on the 
Consumer Price Index. However, the concept of long-term col- 
lective agreements, with annual increases projected several years 
into the future, continued to grow. So while index escalation de- 
clined for several years, productivity escalation increased. 

These future or deferred wage increases were not always tied 
to productivity gains. In the General Motors contract, there was 
clear recognition of the responsibility of the union to cooperate in 
bringing about the increases in productivity which would warrant 
the increases in wages. In many of the new agreements for de- 
ferred wage increases there was no such contractual provision; in 
fact, there was often no indication at all of any connection between 
the wage increases and productivity. 
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With the new upward surge of the Consumer Price Index, 1956- 
1958, there was a renewal of interest in price index escalation, 
and the number of workers under such escalation increased to new 
peak levels—about 4.5 million. 

At this time, a new factor entered the picture, namely, nation- 
wide concern about the problem of inflation. The doctrine was 
advanced that wage increases should not exceed productivity in- 
creases, for otherwise prices would rise and inflation would con- 
tinue. Critics of these long-term escalation agreements assigned 
these contracts a major responsibility for creeping price inflation. 
However, some studies by the Bureau of Labor Statistics have 
shown that workers under these contracts have not fared any bet- 
ter over the years than other workers who negotiated annual wage 
increases without escalation. Then the argument shifted toward 
a slightly different direction; namely, that wage increases nego- 
tiated by strong unions in prosperous industries, perhaps those 
with high productivity gains, have spread to other industries and 
occupations less prosperous and perhaps with little or no produc- 
tivity increases. According to this theory, it is the rapid spread 
of wage increases throughout the economy which forces up labor 
costs and causes higher prices. 

One difficulty with this theory is that we do not have enough 
information on wages (and salaries) to test the idea. We don’t 
know how fast wage increases spread from industry leaders to the 
less prosperous industries, to nonunion workers, to salaried office 
workers and to the different sections of the country. It was for 
this reason that Congress this year provided funds to the Bureau 
of Labor Statistics to develop a comprehensive program of wage 
statistics which would provide answers to some of these questions. 

In this discussion there has been no mention of monetary poli- 
cies or fiscal policies, and their influence on price and wage 
levels. This omission is deliberate, but it is not because mone- 
tary and fiscal factors are considered unimportant. No analysis 
of inflationary trends would be complete without them. However, 
this paper is concerned with institutional factors, such as labor- 
management relations, through which monetary and fiscal policies 
are injected into the stream of economic life. 

At the collective bargaining table, or in the unilateral wage de- 
terminations by nonunion employers, these overall national poli- 
cies seem very remote, and seldom have much to do with the 
specific decisions of workers or employers. This paper is di- 
rected toward this latter aspect of the problem. 

The interaction of the debate on inflation from the viewpoint of 
national economic policies with the labor-management negotiations 
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at company or industry levels has further confused the relation- 
ships between productivity, prices and wages. What are the actual 
productivity gains to which reference is made? Do they refer to 
productivity of the nation as a whole, or the industry, or the firm 
for which the contract is being negotiated? From the point of 
view of the worker, the productivity which he sees is that in his 
own plant or in his own work. But it is quite clear that wages 
throughout the nation cannot be determined on the basis of the 
productivity of the plant or industry. Over the last 11 years 
(1947-1958), the productivity in agriculture has more than doubled. 
At the same time, there are other industries in which there has 
been scarcely any gain at all. Should agricultural wages therefore 
be doubled, while in these other industries they should not be in- 
creased at all? This next chart shows the extreme variation which 
occurred in the man-hour outputs of 34 manufacturing industries 
in the seven-year period, 1919-26. The wage changes in these 
industries during that period showed no such variation. 

It is quite obvious that plant or industry productivity does not 
govern wages. A much more potent factor is the competitive re- 
lationship of jobs and occupations in the labor market. Workers 
with the same skill or occupation try hard to get the same wage, 
whether they are working in a prosperous industry or a declining 
one. Agricultural wages and farmers’ incomes have shown some 
gains as a result of the high productivity during the last decade, 
but the biggest factor in that productivity has been the decline in 
the number of farmers and farm workers. These have shifted 
from agriculture to other industries where wages were higher. In 
other words, productivity has been accompanied by the elimination 
of jobs. 

If productivity in the individual plant or industry is not the 
right measure, then perhaps it is the average productivity of the 
economy as a whole which counts. This means that the average 
wage (and salary) gains in a given year would not be higher than 
the average productivity gain for that year. 

One difficulty here is that productivity gains do not rise ina 
smooth trend. In some years, the figures are quite spectacular, 
but in succeeding years they may be rather small. In 1950, as 
compared with 1949, the gain was about six per cent; likewise in 
1955. But in 1956-58, the gains averaged less than two per cent 
per year. It is quite clear that the close relationship between 
productivity and real wages grows out of general trends and does 
not reflect annual fluctuations. 

The other statistical problem is the measurement of the wage 
and salary increases which are to be matched with productivity. 
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CHART IV 


PERCENT CHANGE IN OUTPUT PER MAN-HR, 
PRODUCTION, AND MAN-HOURS, 1919-1926 


34 MANUFACTURING INDUSTRIES 


PERCENT CHANGE 
-60 -40 -20 Oo +20 +40 +60 +80 _ +100 +120 _ __+160 
Chemicals 
Alloyers, Rolling Mills 
and Foundries 
Motor Vehicles 
Coke (By Products) 
Agricultural Machinery 
Newspapers 
Cane-Sugar Refining 
Glass Group 
Blast Furnaces, Steel Works, 
and Rolling Mills 
Primary Smelting and Refining 
Paper 
Coke (Beehive) 
Cement 
Slaughtering 


= Quipet por Mon-hour Silk and Rayon Goods 
Man-hours Flour 
Leother 
—— Canning and Preserving 
Knit Goods 
Planing- Mills 
Fertilizers 
Furniture 
Pulp 
Clay Products 
Ice Cream 
Woolen and Worsted Goods 
Cigars 
Paints and Varnishes 


Cotton Goods 


Chewing and Smoking Tobacco 
and Snuff 


Boots and Shoes 


Lumber 


= ---— +. - = 4 
20 0 +20 +40 +60 +80 +100 +120 +140 +160 


XLIM 


YLINM 


INTERPRETING PRODUCTIVITY MEASUREMENT 365 


The actual statistics which are most widely available are average 
hourly earnings in several hundred industries, but these constitute 
only the most general approximation of wage changes. The aver- 
age earnings can be influenced by changes in the composition of 
the labor force. For example, the elimination of some unskilled 
occupations and an increase in the skilled could cause the average 
hourly earnings for a firm or industry to rise, even though there 
had been no change in the wage rates for either of these groups. 
(Of course, under some circumstances the reverse actually hap- 
pens; namely, average hourly earnings decrease because of a de- 
cline in the proportion of highly-paid skilled workers.) 

But even if average hourly earnings were acceptable asa 
crude measure of wage rates, they are not a true indicator of total 
labor payments by the employer. In addition to cash wages, many 
workers in recent years have received extensive fringe benefits, 
such as pensions, holidays with pay, sick leave, etc. These fringes 
constitute actual costs to the employer. However, no adequate 
statistics on the extent of these fringe benefits, industry by indus- 
try, are available. It was for this reason that the Bureau of Labor 
Statistics was authorized this past year to undertake detailed 
studies of the extent and volume of these benefits. In some indus- 
tries the employer costs of these benefits are quite substantial. 
In relating productivity to wages, therefore, these must be added 
to the average hourly earnings or to the cash wage rates. 

Then there is still another factor which must be taken into ac- 
count in comparing productivity and wages. That is the effect of 
shifts of manpower from one industry or occupation to another. 
When a low-wage worker, such as a farm sharecropper, leaves 
the farm and finds a job in industry, he produces gains in both 
productivity and wages by the shift. Since he is moving from a 
low-productivity industry to a high-productivity industry, the 
productivity figures for the nation as a whole will show an in- 
crease. However, at the same time, he moves from lower wages 
to higher wages, thereby raising the average income of the com- 
munity. It is the shift itself which produces both gains. 

Now to conclude. Surely this review of productivity statistics 
amply demonstrates the problems faced by labor and management, 
by economic analysts, by government policy makers and by the 
general public in trying to make use of this vital, dynamic factor 
in our economy, namely, productivity. It is to be hoped that the 
Statisticians will be able to develop more and better information 
on the various forms of productivity, and that the economists will 
multiply their efforts to analyze and clarify the relationship of 
productivity to prices, wages, the standard of living, and the Na- 
tion’s economic growth. 
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AWRENCE C. LOCKLEY: In our current discussions of the 

productivity of marketing, we must observe three cautions if 

we want to be sure that we are discussing that area of economic 

activity between the conclusion of the addition of form utilities and 
the beginning of consumption. 

First, there is growing up the convention that discussions of 
productivity of marketing may and should be focused largely on 
wholesale and retail trade, and that any activity carried on by a 
producer or a manufacturer, no matter how clearly it is intended 
to be sales promotional, is nevertheless a part of production. 
This restrictive framework tends to limit discussion to the period 
just before the point of consumption, and to limit it to certain 
kinds of goods. Actually, in the long road of ‘‘round-about’’ pro- 
duction, marketing activity becomes necessary at several points. 
When foods or fibres are first grown, or when minerals are first 
extracted, they typically become raw materials to be sold toa 
manufacturer or a processor or a packer. Some products are 
subject to marketing activity a number of times before they reach 
the home stretch that takes them to the consumer. Textile prod- 
ucts constitute one of the best examples of this long road. 

In many cases, the size of wholesale and retail margins, hence 
the apparent magnitude of the marketing effort, will be a function 
of the marketing and sales promotional activity already undertaken 
by the manufacturer or the producer. Also factors are the urgency 
of the purchase and the possible alternate sources of satisfaction 
available. (In marketing technology, we are here speaking of the 
stimulation of primary and of selective demand.) 

The manufacturer of acids and heavy chemicals will rarely 
spend more than 8 per cent or 10 per cent of his total receipts in 
marketing activity, whereas the manufacturer of a proprietary 
remedy may spend 50 per cent of his total receipts in marketing 
activity. These are difficult situations to compare, and particu- 
larly to compare in part. It is also difficult to compare the situa- 
tion as it exists with Sunkist Growers, Inc., a citrus fruit coopera- 
tive, and—say—a wheat cooperative in the mid-west. 

The division of the marketing task between the manufacturer or 
producer and his channels of distribution (typically in this type of 
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analysis, wholesalers and retailers) will vary tremendously. Fo- 
cusing attention on only the wholesalers and retailers constitutes 
a major oversimplification, and injects a consequential bias in 
thinking. 

Second, there is a great difference between arrangements for 
marketing and in costs of marketing between the industrial and the 
consumer markets. Yet both serve the consumer—the former 
serving only a little less directly and a little more at a distance. 
And in the industrial markets, many manufacturers produce and 
sell directly to the business organizations which consume their 
products, whereas others sell through mill supply houses or man- 
ufacturers’ representatives. If we disregard the marketing costs 
of those who sell direct, we reach the curious conclusion that 
some firms selling in the industrial markets sell at a marketing 
cost of zero. I do not think this is what we mean, even if it is the 
conclusions our logic reaches. 

Third, over a period of time, there tends to be a consequential 
change in the incidence of certain marketing activities. For many 
products, including agricultural products, producers or producers’ 
organizations attempt a major effort at demand stimulation. This 
condition is relatively new. A generation ago, most food products 
reached the retailer in bulk, and the retailer broke these bulk 
quantities into consumer-sized lots, either in advance of the sale 
to the consumer, or at the time of the sale to the consumer. Not 
a great many products were vigorously advertised to the con- 
sumer. Now, manufacturers are estimated to spend something 
over five billion dollars a year for advertising. Clearly, this 
expenditure is a part of marketing cost. Many manufacturers 
selling consumer goods spend large sums on sales forces—again 
expenditures which are a part of marketing cost. 

If we are to analyze the productivity of marketing, we must in- 
clude all marketing activity, or else we shall find that we are tend- 
ing to work under static conditions, and to produce results which 
will be misleading. 

It is probable that we have been confused in our judgment con- 
cerning the backwardness of marketing as an economic activity. 
Table 3 in Professor Vernon W, Ruttan’s Measuring Productivity 
Changes in Marketing shows a consequentially lower gain in pro- 
ductivity in marketing activity than in manufacturing, than in food 
processing, or than in all economic activity in the private econ- 
omy. The base year for the series of relatives is 1929. We know 
that, in the thirty year period since, typical maintained gross 
margins for food stores have dropped greatly. Our information 
on margins prevailing thirty years ago is meagre, but an estimate 


368 MARKETING CONCEPTS IN CHANGING TIMES 


of a drop in the size of the maintained gross margin for food 
stores of 50 per cent seems reasonable. New types of retailing 
have come in to compete in fields where high margins seemed 
rigid. Those types of retail outlets which have maintained rigid 
and high margins have not only been faced with vigorous competi- 
tion, but have themselves suffered rather large losses in their 
share of all-retail-trade. 

If we leave the consideration of margins, we can still see ma- 
jor changes and economies in retailing and wholesaling. Improved 
methods of warehousing at the wholesale and at the retail level; 
new containers; more efficient use of shelf space, low-tempera- 
ture cases; self-service; automatic weighing and marking of mer- 
chandise; improved packaging; lower-cost delivery—these and 
many other improvements indicate a marked trend toward the 
economizing of labor and the continually greater reliance on auto- 
mation in marketing. 

An element of confusion must, apparently, remain in the almost 
hopeless statistical mingling of retailing and service activities. 

On the other hand, automation has given us and promised con- 
tinued gains in productivity over time—over a long enough time to 
spread the high burden of great increases in capital goods and 
costs. These gains have been easier to take advantage of in man- 
ufacturing than in the distributive trades or in the extractive in- 
dustries. 

As rapidly as production techniques improve, a greater bur- 
den is thrown on marketing—whether the task is carried on by one 
type of institution or shared among several. It may well be that 
we shall come to the comclusion that extractive, processing, man- 
ufacturing, and marketing costs are all joint costs of producing 
consumer utility. And it may well be that the movement of costs 
for any of these segments will have an effect, probably unpredicta- 
ble, on the other segments. If this possibility is to be explored, 
we must turn to more sophisticated methodology. 


L. Jay Atkinson: I should like to lend emphasis to Mr. Ruttan’s 
call for the development of total factor productivity for distribu- 
tion. Essentially this is an extension of Barger’s estimates of 
labor productivity by including capital as well as labor on the input 
side along the general lines which Kendrick has done for the pri- 
vate non-farm, farm, and manufacturing sectors. 

The many theoretical problems in estimating true productivity 
should not be allowed to stand in the way of developing a usable 
set of estimates from the empirical data which are now available. 
Ruttan has stressed some of the theoretical problems which have 
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been enumerated by Stigler. Many of these can be only roughly 
allowed for or hopefully assumed not to be of critical importance 
for the initial estimates. This is not a suggestion that the empiri- 
cal worker may ignore theoretical implications but that he not 
be stymied by those which he cannot resolve. 

When a workman-like job is done on the estimates, then we can 
have theoretical appraisals such as Stigler has done for the Ken- 
drick estimates. 

Despite the desirability of having long historical series, ifa 
compromise has to be made, perhaps attention might be first cen- 
tered on years for which census trade data are available beginning 
in 1929, and include 1939, 1948, and also 1958. The theoretical 
objections to the year 1939 and to the non-food trade data for 1958 
are formidable but probably not so great that the years must be 
omitted. The selected years are far enough apart to indicate 
trends and avoid concentration on the short-term instability which 
characterizes productivity measurements. 

The analysis will be most useful if it is made so that rate of 
change comparisons can be made with other sectors of the econ- 
omy. (Criticism of available series for their non-comparability 
has become trite without, however, appreciably affecting the esti- 
mation process.) 

Mr. Ruttan suggests that the lack of measures on total produc- 
tivity in marketing is not because they are more difficult to obtain 
in marketing than in other areas of the economy. Without blunting 
his point that the marketing profession should insist on going on 
with the job, one might note that noncorporate data bulk large in 
trade estimates. Such data are generally much less satisfactory 
than corporate data. Also, output is less easily visualized in mar- 
keting than in production and the selection of an appropriate price 
deflator involves both conceptual and empirical problems. 

The proportions in which capital and labor have been employed 
in marketing appear to have been more stable than in the com- 
modity-production industries. 

Accordingly, the difference between the annual rate of change 
in labor productivity and in total factor productivity may be less 
dramatic than in the case of manufacturing and in the rather ex- 
treme difference found in agriculture. An important exception to 
this generalization is the shift to self-service food stores, and a 
rather puzzling problem to handle is the rise of the reduced- 
service ‘‘discount’’ stores in the consumer durable goods field. 

Some special comparison of large firms and other firms is 
suggested by the data and is needed for analytical purposes. Thus 
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large trade firms may in many important ways be more similar to 
large nontrade firms than to small trade firms. 

Finally, the research operation which provides us with total 
factor productivity in marketing will necessarily have to depart 
significantly from the ‘‘true’’ productivity of economic theory, as 
indicated here by Ruttan and elaborated in detail by Stigler. This 
should not be wholly discouraging, however, because we are also 
interested in the ‘‘impure’’ but nevertheless real economies of 
scale in resource combination which have occurred as industries 
and firms have grown. Similarly, the increased efficiency of re- 
source combination due to relative changes in prices of labor and 
of capital are also important for many comparisons. 

The deep chasm separating a theoretically satisfactory esti- 
mate of productivity or technological change from actual produc- 
tivity estimation is illustrated by comparing the theoretical as- 
sumptions with the empirical processes underlying the latest 
productivity estimates presented by Commissioner Clague. Pro- 
ductivity estimates are too important and useful, as he has illus- 
trated, to be held up by canons of perfectibility, some of which 
cannot even be made specific in terms of empirical data available. 
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THE ADVERTISING PRACTITIONER 
ANSWERS THE ADVERTISING 
TEACHER’S QUESTION: “WHAT 
‘PRODUCT’ DO YOU WANT 
US TO TURN OUT?” 


WILLIAM L. DOREMUS 


Chairman 


R,. DOREMUS*: The National Committee on the Teaching of 

Advertising of the American Marketing Association at this 
Washington Christmas Convention is conducting a panel type pro- 
gram answering the question that is continually in our minds as 
advertising teachers, ‘‘What type of graduate in advertising does 
the advertising industry prefer?’’ 

Today’s Panel, made up of advertising professionals, adver- 
tising executives, is composed of Samuel Thurm, Lever Bros., the 
Vice President in Charge of Advertising; Miss Harriet Raymond, 
Advertising Manager of Celanese, and designated by AFA as the 
Advertising Woman of the Year; Mr. W. Hunter Simpson, Adver- 
tising and Promotion Manager of International Business Machines: 
and Mr. F. Russell Schneider, the Corporate Vice President in 
Charge of Personnel, at McCann-Erickson. 

Your Committee on the Teaching of Advertising thought that 
we should pose some specific questions to industry concerning 
the type of potential advertising practitioner we should endeavor 
to train. About 800 colleges in the United States today offer some 
type of training in advertising. Many offer general courses in 
advertising and purport to give no serious training. Such courses 
might be taught by someone with no advertising experience at all, 
perhaps an English professor. Other institutions offer a few ad- 
vertising courses, possibly all of them taught by one man. The 


*William L. Doremus is Associate Professor of Marketing in the School of 
Commerce, Accounts, and Finance at New York University. 
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aim here is not to turn out graduates fully equipped for the ad- 
vertising field but to develop some appreciation for the industry. 
Then there are universities that offer a major in advertising 
taught by Departments of Advertising or Marketing in a business 
school, school of journalism. These departments are often rel- 
atively large in size and usually attempt to teach specific courses 
in advertising. This we all know about. Indeed, most of the indi- 
viduals in this room are specifically engaged in this field. 

One of the things that we’d like to do at this session is turn 
immediately to a series of questions that your Committee has 
prepared: pose these questions to the professional panel, and 
perhaps get a composite reaction from the pros as to what they 
feel we should offer to our advertising majors. May I then pro- 
ceed to engage in a questioning of the members of the panel. 

The first question, please. What has been your experience with 
employees whose college backgrounds include course work in ad- 
vertising? May I ask Mr. Thurm to answer that one please. 


SAMUEL THURM*#*: I think basically that the kinds of people 
who are successful are smart people; nobody is born with know- 
ledge. They are only born with the ability to think. My experience 
has been that the people who come to us with an advertising back- 
ground in college merely shorten the experience required for 
further advancement, The people who come to us without the 
training in college are merely a little longer in learning the 
various rudiments of the business. I don’t believe not having that 
kind of background in college is a disadvantage, but the student 
who does have it can shorten his apprenticeship, there is no doubt 
about that. 


MR. DOREMUS: Do you feel that the college teacher of ad- 
vertising is overly academic in handling his subject, Mr. Simpson? 


W. HUNTER SIMPSON**: Well, Bill, I think this is a hazard of 
anybody who is in the teaching profession, particularly where they 
are teaching a professional subject like advertising. This isa 
rut that he could fall into. I think that most teachers have to fight 
it and constantly think about it and stay away from it. The folks 
with whom I have worked who have had course work in advertising 


*Samuel Thurm is Advertising Vice President of Lever Brothers Company. 


**W. Hunter Simpson is Manager of Advertising and Promotion at the Inter- 
national Business Machines Corporation. 
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generally have had very little ‘‘hands-on’’ experience. By ‘‘hands- 
on’’ experience I mean little of the ‘‘do-it-yourself’’ in adver- 
tising. Theirs has been strictly an academic classroom concept of 
advertising, with relatively little knowledge of some of the pitfalls 
and the problems that exist, particularly in our kind of industry 
which is strictly industrial and not consumer. 


MR. DOREMUS: May I come back with another question, Hun- 
ter? In view of that then, should advertising professors invite 
advertising practitioners as guest lecturers? 


MR. SIMPSON: Absolutely, yes. There are several advantages 
to this. Maybe this is getting into another question that you might 
have, Bill. But, if the student has a chance to hear the man who is 
in advertising today he learns two things: He learns what that man 
does and some of his problems, but he also has a chance to see 
the kind of man who is in advertising; moreover, I think that if the 
kind of people who are in the agency side or the company side like 
to talk to students, and a lot of them do, the students see the right 
kind of man in the industry, in the profession. So I say, without 
qualification, yes. They should be asked to participate in the class- 
room. 


MR. DOREMUS: Mr. Schneider, you are Director of Personnel, 
at McCann-Erickson, the largest agency in the country. What has 
been your experience with respect to the kind of product turned out 
by the universities, that is, the majors in advertising? 


F, RUSSELL SCHNEIDER*: You’re speaking now of the man 
who comes out of a business school, is that it? Well, now, my 
conclusions are based only on what I would have to say is our 
limited experience. I don’t pretend to have the widest possible 
background, or have seen all of the graduates turned out. We at 
McCann-Erickson have had I would say unqualified success with 
the men whom we have selected who have come out of business 
schools. We have been extremely careful in our selecting tech- 
niques. There are hazards in that, of course, but I think we have 
picked a very fine group—they may be typical or they may be 
atypical, I don’t know. Our experience has been successful. We 
have gone to the graduate schools of business for the past ten 


*F, Russell Schneider is Vice President and Director of Personnel at McCann- 
Erickson, Inc. 
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years and actively recruited anywhere between five and ten men. 
I regret to say we have not succeeded in keeping all of them. I 
think the proof of our judgment in picking good men is that those 
who have left us have gone onandare now all holding high positions 
of responsibility. I’d say the program has been successful with 
us, 


MR. DOREMUS: May I come back, please, Russ? Among those 
whom you have selected, approximately what is the percentage of 
graduates who have majored in advertising, perhaps with an 
academic background of 50 per cent Liberal Arts and 50 per cent 
Business Administration courses? Would you care to make a 
comment about that type of student? 


MR. SCHNEIDER: Well, I have no statistics regarding under- 
graduates who have come to McCann-Erickson. I am thoroughly 
familiar, however, with our graduate program. Now all of these 
men are recruited from graduate schools of business. All of them 
majored in what they describe as Marketing, which usually includes 
one or more courses in advertising. By that I mean this—that we 
do not attract the man who has majored in finance or banking, 
obviously. So I would say that probably all of the men who have 
participated in this program have had some exposure at least in 
graduate school, to the survey courses in advertising. I believe it 
was Sam who mentioned before that the value we find is not so 
much the specific information they bring or the knowledge of tech- 
niques. It does enable us to shorten their orientation. This is the 
advantage. They come at least knowing the nomenclature of the 
business. We don’t have to start from scratch. 


MR. DOREMUS: On the basis of the responses I’m receiving, 
I am shifting my questions to a different type; and this is the 
question. Here is a quotation by a New York advertising agency 
president, quote: “If you write lucidly it doesn’t matter what 
subject you studied at college, so long as it isn’t advertising. 
Undergraduate courses in advertising are a waste of time. In our 
agency we would much rather hire someone who has majored in 
Greek or Medieval History.’’ May I ask for a response on that, 
Mr. Thurm? 


MR. THURM: Personally, I think the fellow who said that 
didn’t really mean it. I think he was doing it more for publicity 
that anything else. The basic problem really is not whether a per- 
son studied Medieval History or English or Advertising. It is 
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whether he can take a problem, analyze it, and communicate the 
results and answers to this problem. If he is the kind of person 
who can take a problem, analyze it thoroughly, and then com- 
municate the results so they can be understood by the other 
people in his business or in some other business or the consumer, 
I think this is the kind of personthat we’re looking for. We are not 
necessarily looking for somebody who is a great English student 
or a great book writer or a great salesman or a great anything. 
We are looking for smart people and I don’t think we can categor- 
ize them the way David did in this particular statement. 


MR. DOREMUS: Thank you. Our young lady, here, you know 
is the only woman on the entire program. I have a question for 
her, if I may. It’s relatively long. It is preceded by a statement. 
‘Tt is no longer a man’s world at J. Walter Thompson. Of the 
1509 people in the New York office, 819 or 54 per cent are women. 
President Norman Straus reported in the November 30 issue of 
Advertising Age that among hundreds of other advertising tech- 
nicians the office had 37 women writers, 9 group heads and four 
vice presidents who were women. Women are numerous in the 
legal and accounting departments, as well. He also remarked in 
passing that a woman directs the physical maintenance of the 
agency whose job it is to administer floor space equivalent to 
the entire square footage of Lever House—Mr. Thurm. Now, 
Miss Raymond, my question. Will you please give your reaction to 
Mr. Straus’ comment, optimistic as it is? We, as advertising 
teachers, would like to know whether the future for women in 
advertising is apparently as optimistic as apparently this remark 
would seem to indicate. Miss Raymond? 


HARRIET RAYMOND*: I would like to add that I hoped I was 
going to get a chance to say if she administers the entire floor 
space of Lever House, I bet she keeps it clean too. And sooner or 
later—and this happens to me all the time in the plastics industry 
—there is one woman with all the men and some one is always 
apologizing for that. I’m a rabid antifeminist—I love it! Mr. 
Straus’ wonderful tribute to women was made where he thought 
he ought make it and that was at the annual career conference 
conducted by Advertising Women of New York. And, gentlemen, I 
think you’d be interested to know how this career conference came 


*Harriet Raymond is Advertising Manager of the Plastics Division, Celanese 
Corporation of America. 
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about, nearly five years ago. We were conducting a survey course 
of advertising, and had for about twenty-five years for advertising 
-women in New York. There were 533 of us who were at the time, 
executives. It became apparent that we so enjoyed this advertising 
business of ours that we tended to gloss over the steps that got us 
up into the spots where we were. So we conceived this career 
conference for girls in the metropolitan area. There were 22 
schools this year and 145 girls who are taking classes. Many are 
about to graduate from Departments of Marketing. 

This brings up the point as to whether we are screening ad- 
vertising people and advertising teaching in the colleges. Are 
we careful, as Mr. Kearns said earlier this morning, as we are 
when we enlist people for medical schools or pharmaceutical 
schools and engineering schools. We’re not. We admit people who 
think that advertising is wonderful because they saw ‘‘The Huck- 
sters’’ or that wonderful show of Gertrude Lawrence of some 
years ago. We’re still suffering with those advertising people, 
some of us, because some of us are fraternal and keep them on. 
I don’t know whether I answered your question or not but Mr. 
Straus did prepare that for advertising women and we’re very 
proud he did. 


MR. DOREMUS: Thank you, we’ll be back again, Miss Ray- 
mond. Advertising students at the University of Michigan partici- 
pate in a two-month on-the-job program at Campbell Ewald in 
Detroit. This is reported in the November 30 issue of Adver- 
tising Age. We’ve been hearing down through the years many 
references to this program. Do you believe that this sort of thing 
should be practiced by more universities as a part of the advertis- 
ing curriculum? I’d like to go to the advertising agency repre- 
sentative on our panel for this. May I, Mr. Schneider? 


MR, SCHNEIDER; It’s very difficult to be critical of a program 
like that. It certainly isn’t going to do anyone any harm. Asa 
matter of fact, I suspect the students probably enjoy it and get 
something out of it. I must confess first of all that I am not 
familiar with the program so I cannot judge it. But I would guess 
that the minimum students take away is at least a superficial 
orientation as to what an advertising agency does in its various 
departments. I must certainly acknowledge that it is most gener- 
ous of Campbell Ewald to do it. 

Speaking now for myself and not for McCann-Erickson, I must 
confess that I’m somewhat cynical of the ultimate values of this 
kind of program. If you’re willing to settle for just orientation, 
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fine—that’s great. I’ve always felt that rather thanhave the student 
come in for two months and wander around and maybe get five 
minutes of a busy executive’s ear or attention, I would much prefer 
to see instructors from the colleges come in and spend some time 
with us, because I think that would be a mutual and a reciprocal 
benefit. First of all, I think college instructors would be able to 
see at first hand what this product is that we’re looking for, his 
strength and his weaknesses, principally his weaknesses. And 
secondly, I think we could derive a benefit from having these in- 
structors visit us because I think one of the great weaknesses in 
the advertising agency business, at least at the executive level, 
is that so few of our executives have been trained to teach and 
coach. After all, when a person rises to a supervisory position, 
one of his fundamental responsibilities is this, and itis nota 
talent that he just automatically develops simply because some one 
has promoted him to account group head or copy group head or 
media director. So I think that under that kind of a program pos- 
sibly we in advertising could learn something from you in the 
colleges and you could learn something from us. That would be 
my preference to the student on the job. 


MR. DOREMUS: Thank you, Mr. Schneider. Incidentally, would 
you note any question that you may have or series of questions 
you may have. After the session is concluded, perhaps we could 
have time for questions from the floor. As you know, for 1960 
the nationwide Advertising Week will have its theme ‘‘Advertising 
Helps You Enjoy Life.’’ What is your reaction to this theme for 
1960, Mr. Simpson? 


MR. SIMPSON: I think it’s a kind of motherhood theme and I’m 
not particularly impressed with it at all. It’s like you enjoy living 
because we have truck lines. Anybody can say that something 
major in our lives helps us enjoy living. I don’t think this is 
really pertinent at all. That’s my answer. 


MR, DOREMUS: Mr. Thurm? 


MR. THURM: Well, I have a personal reaction to this. I think 
the movies, books, etc. have glamorized advertising to a miscon- 
ception. Advertising is another form of salesmanship. It’s an 
economical form of salesmanship, and if it were not we wouldn’t 
be using it the way we do. We can reach people cheaper and more 
effectively by advertising than by sending somebody around from 
door to door or meeting people on street corners. If selling 
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products makes people’s life better, then advertising makes peo- 
ple’s life better. As such, I don’t think advertising’s function is 
necessarily to make people’s life better. Advertising’s function is 
to sell more merchandise, and at least from our point of view, 
selling to the consumer is our function. I think we have to recog- 
nize it as such. Maybe I’m being very cynical. 


MR. DOREMUS: Thank you, Sam, I have two quotations here: 
‘‘More than 50 per cent of the commercials on TV are filled with 
silliness and cheap tricks;’’ the next one ‘‘Advertising is one of 
the most pernicious and vulgarizing influences operating on Amer- 
ican manners and morals.’’ The first quotation is from Carl 
Sandberg, the second is from The Reverend Robert J. McCracken, 
Pastor of the Riverside Church in New York. Here’s my question. 
If these statements were handed to you or directed to you by a 
young college graduate recently hired by you, what would be your 
reaction or your comment? Please, Miss Raymond? 


MISS RAYMOND: I happen to be interested in both gentlemen 
and I know that both of them are using these tricks all the time. 
For example, on Jack Paar’s show, Carl Sandberg seized the 
microphone and wouldn’t let it go when a pretty blond started to 
sing, he said ‘‘Don’t sing, Teach Me.’’ Now, if this isn’t a cheap 
trick, I don’t know one. And Reverend McCrackenhas made Sunday 
mornings, at least he did while he was at the Riverside Church, 
very worth-while listening. But he had to depend on advertising 
to get that spot on the air. So I think both of these remarks are 
just conversational gadgets. I think all of us should take young 
people in hand, they’re wonderful and they’re idealistic. We know 
that they’re about to step into water and sometimes get over their 
head, and we have to help them someway to form judgments. Col- 
lege advertising courses do help. We have to appeal to a young 
person’s own sense of fairness, and say look, you ran up against 
cheating in college, you ran up against people who beat you out 
for the best part in dramatics. Well, these men are doing just 
that, they are trying to put you on your mettle—trying to make you 
declare the thing you believe in. Advertising is the something in 
the business that increases the legs of salesmen and the hands of 
salesmen, The old salesman who sold hats to all of the people who 
could buy his hats now has so many hats to sell that he has to have 
the help of advertising. 

One more thing, I’d like to go back to the question of courses 
in advertising. I think the person who has had a course in adver- 
tising has just a little bit better ability to exercise a critical 
sense when he meets with the technical sideof advertising. He has 
to learn on the job if he hasn’t had the course. 
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MR. DOREMUS: Thank you. In the study that Printer’s Ink 
released on October 30 of this year on agency salaries one of 
five general conclusions read as follows: ‘‘The marketing trend 
has created more specialists in agencies: research specialists for 
example, command higher salaries than general practitioners.”’ 
Does this stated trend suggest that schools should offer courses 
in specialized areas of marketing and advertising, Mr. Simpson? 


MR. SIMPSON: Definitely, Bill, and this is probably the nub 
of why we have this panel, I’m sure. The question is what does 
the input have to be and how does this input have to be treated so 
that when the student or the output comes out, he can contribute 
to the advertising profession? And today I think we’re getting some 
place in advertising teaching at the university and college level. 
But it’s about half a loaf, because it’s still fairly general. Our 
experience has been that graduates coming to us really know very 
little about problems in measurements, media and research, the 
problems in production, the problems in layout and all of this 
kind of thing. I think as we get smarter in advertising we have to 
get more sophisticated. The man who comes out of college and 
has been exposed to some of these special, technical areas within 
this gamet of the profession is much better qualified to be pro- 
ductive at an earlier stage. 

I think that the idea of having the guest instructors in college 
classes both from agencies and from advertisers, helps toa 
degree. I also think this experiment of having two months summer 
training jobs should be very helpful. While we should educate the 
professors in college to know what the problems are on the con- 
sumer’s or the user’s end, I think having the students do this on a 
summer training basis is excellent. 

I’m particularly interested in this approach because we do this 
in our company. We have summer training programs and we have 
found that they’re tremendously helpful in aiding recruiting. If 
the man does come with the IBM Company when he gets his degree, 
he’s had this two months exposure in the advertising workshop or 
summer training program. If he can get some of these detailed 
or specific subjects under his belt, I think he’s much better off. 
To answer the question, absolutely yes. Thisisa very complicated 
little business we’re in and you don’t put it in with a needle. It 
takes a certain amount of specific professional exposure, and I 
again emphasize that there are a lot of areas that I wish I had 
known about when I got out of college. Had I, I would have not 
gotten my back lifted many times as I did for not knowing about 
some of these specific areas in this total marketing mix. 
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MR. DOREMUS: Thank you, Hunter. Last September, Paul 
West of the Association of National Advertisers, had a statement 
prepared over his name and titled, ‘‘Should Your Child Go Into 
Advertising?’’ It appeared throughout the country as a two page 
service advertisement sponsored by New York Life. Perhaps 
many of you know of it. At one point in the statement, he com- 
mented that “It takes skill, creativity, team work, long patient 
efforts on the part of dozens, perhaps hundreds of specialists, to 
produce effective advertising.’’ In connection with this statement, 
I have two questions: 1) Do you agree with Mr. West? And if you 
do: 2) Do you believe it is desirable that the fundamentals of 
these specialists should be taught at the universities? This 
question and the one immediately preceding are similar. Mr. 
Thurm, please. 


MR. THURM: Well, in general, I agree with Mr. West, although 
there are exceptions. Some of the greatest ads and greatest 
campaigns have been run by one man writing an ad and one man 
placing all of these ads in magazines or television. However, he 
is correct in the statement there are many specialties such as 
market research, media, programming, copy, art, etc. All of 
these things are very important and you cannot do one without the 
other. It becomes an impossible task for a copy writer to write 
what everyone considers a great ad without first researching the 
basic appeals of what this product can do, what it can’t do, what 
the people would like from this product, and how the product may 
be changed to fit the consumer’s needs rather than the manufac- 
turer’s need. The grouping of all of these specialists becomes 
important in turning out a campaign rather thana single ad. No 
single ad ever sold anything. It is only the repetition and the con- 
tinuation, the campaign, that does that. And, with minor exceptions, 
most campaigns are put together by the combined efforts of all of 
the specialists in research, art, programming, etc. 

Now for the second part of the question, is it desirable for 
these specialties to be taught at the universities? While some 
specialties are easier to teach than others, I believe that in general 
they should be taught at the colleges. I think it’s just as im- 
portant to know about market research at the university level as it 
is to know about general advertising practices. It is just as im- 
portant to know about media space size, time segments, and what 
kinds of programs are successful or not successful, as it is to 
put out a product. I think all of these specialties can be taught 
at the colleges. Now, some of them are easier to teach than 
others. It’s easier to teach market research than itis art. I’m 
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not talking about the history of art but teaching some one how to be 
a good artist. You can teach these subjects, though, and I think 
they are important enough to be taught at universities. 


MR. DOREMUS: Many of us here who are teaching advertising 
have been concerned of course about the ethical question that has 
been raised by the television investigation. I should like to pose a 
question in connection with this. Chairman Ear] Kintner of the 
FTC in an address before the Advertising Club of St. Louis on the 
4th of this month, remarked that because of certain dramatic 
developments in TV programming and advertising, all advertising 
may be faced with a crisis in public confidence. Now, for the 
question: In what way might professors of advertising help to 
strengthen this threatened weakening in public confidence in ad- 
vertising. I ask this question of you, please, Russ? 


MR. SCHNEIDER: That’s a real man-size question. I don’t 
pretend to be an expert on either ethics or public opinion. I think 
there is cause for concern. Certainly some of the things that have 
come out recently many of us admit to be a little ashamed of our- 
selves. When you come to ethics, of course, there are certain 
general principles of ethics to which we all give lip service. The 
final test of course is what does the sum total of each of us as 
individuals do in practice. I think it comes down to that. Now, 
what can be done? First of all, let us consider the undermining 
of public confidence in advertising. I suspect that a good many 
people are perhaps raising questions regarding t.~ credibility of 
advertising as a result of the episodes of the riggec panels and so 
on. I might say that it takes a great deal of courage for us ad- 
vertising people to appear on a panel today. 

What can the professor at a college or university do about it? 
In all honesty, I’m really not so sure that there is a great deal you 
teachers can do. But let us look at a small segment, a very, very 
small bit of this total problem. It seems to me that there is still 
a big job to be done to disabuse young people who are coming out 
of the schools. I would suspect that this is less true of a person 
coming out of a business school than, let us say, the liberal arts 
college. But there is, nevertheless, a big job to be done to dis- 
abuse many of our younger people of the idea that advertising is 
akin to the old shell game, it’s a get-rich-quick business. We 
must disabuse them of all the meretricious appeals which the 
business seems to have for so many of them. God knows how 
many hundreds of young people I meet during the course of the 
year who protest that they want toget into the advertising business. 
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And I’m constantly appalled at how little they know about this 
business to which they wish to dedicate their lives and the reasons 
for wanting to come into it. They want to make $20,000 at the end 
of five years! I’m exaggerating of course. But I do think there is 
a real job of somehow communicating to the young people that this 
is a very deadly serious business and that most of the people in it 
are very hard working, unspectacular people. Perhaps twenty 
years ago the only requirement for success was charm. I assure 
you it still plays a part, but it is not one of the most important 
qualifications we’re looking for today. I doubt really whether I’ve 
answered the questions. 


MR. DOREMUS: I think you’ve been very helpfui, Russ. In 
connection with the recent disclosures of low, unethical standards 
among advertising practitioners, the following quotations appeared 
in the December 5 issue of Printer’s Ink. This one is by a St. 
Louis manufacturer and I quote, ‘‘These scandals are confined to 
the Madison Avenue crowd. You won’t find that sort of thing in 
the manufacturing side of the business community.’’ This one is 
by the President of Brown and Williamson Tobacco, ‘‘Business 
ethics are certainly no worse now than in the past. All this TV 
fuss was born in a night and will blow over ina day.’’ This one 
by a midwestern manufacturer, ‘‘Business practices are less 
scrupulous and more corrupt than I can ever remember. They’ve 
gradually gotten worse since 1945.’’ This one is by a top adver- 
tising agency executive, ‘‘We’re watching our skirts but business 
will go on pretty much as usual. We’ll evaluate what we have done 
in the past carefully but don’t expect any drastic changes.’’ Now, 
for the question. Would you care to comment on any of these in 
relation to their effect on advertising standards and the university 
professor’s implementation of high advertising ethics? Mr. Thurm, 
please. 


MR. THURM: I’m not sure I can answer that whole question. 
That’s a mouthful. I think you have to begin with ethics, and I 
don’t know whether any of you saw the two-page ad that was in the 
New York Times about a week ago by the Westinghouse Broad- 
casting Company. It was partially a reprint of an editorial in the 
Saturday Evening Post some weeks before. The Saturday Evening 
Post put it very, very simply by saying that the real problem of 
ethics in television programming was in the moral code of the 
nation, of all of the people; that the ethical and moral tone were 
tied to cheating on your income tax, cheating on expense accounts, 
speeding in a low speed zone, and fixing a parking ticket. All of 
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these are part of our general life which has no relationship what- 
soever to programming or fixed quiz shows or the like. And all 
of this relates to the basic ethical standards of the nation. 

In general most people don’t write great ads because they’re 
not capable of writing great ads. All ads cannot be the greatest 
ads. People don’t write bad ads because they would like to write 
bad ads. They write bad ads because they can’t write good ones. 
I think all of this is part and parcel of the same thing, namely 
ethics in the advertising business is tied in very closely with the 
morals and ethics of our times. We have to recognize this and do 
our best in all areas, both in teaching and in business, to over- 
come this particular problem. I don’t personally think the ethics 
of this business are any different than they were in 1945, at least 
from what I can see. 

The second part is that since business is so competitive today 
it puts a strain on the people who are producing particular ads. 
It is so difficult to write a good ad that to a greater degree you 
tend to recognize one bad ad and two unethical ads. I think that 
this has to be recognized, overcome and taught again, both among 
young people and the practitioners in the business. I don’t think 
that we can blithely say that it will pass over. It won’t pass over. 
I think advertising is a very important part of selling. If we lose 
the advantages that we have gained over the years, that what we 
say is either the truth or somethiug good, then we will have to 
start all over in some other form of selling. I don’t know whether 
I’ve answered the question, but in a round-about way: 1) I think 
the ethics of our personal life are as important as the ethics of 
our business life; and 2) ethics can be taught and they should be 
taught early, not just when somebody is 45 years of age or when 
he’s in trouble. He should be taught when he’s born, a home prob- 
lem as well as a school problem. 


MR. DOREMUS: Frank Stanton, as recorded in Advertising 
Age, told the Academy of Television Arts & Sciences that a na- 
tional Gallup study showed 67 per cent of the population believes 
that untruthfulness and untruthful arguments are used in TV 
advertising; in other words, 67 per cent believe that there is pre- 
varication in advertising on TV. Now, for the question: In what 
way can professors of advertising help to correct this kind of 
thing at two levels: 1) In the student body, and 2) among the 
general population in the immediate vicinity perhaps or associated 
with the university. Please, Mr. Simpson? 
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MR. SIMPSON: Well, I’m amazed at the statistics, frankly, 
and I suppose we have to accept them. I should like to recall 
what Sam mentioned, and so very well, that ethics tend to be dis- 
torted in all segments of our life today. I think the answer lies 
in talking about it as we’re talking now. I’m confident that every 
person in this room is an ethical person and that when we’re 
talking about ourselves or our jobs or our businesses with people 
around us in the community or on the campus, we conduct our- 
selves as ethical people. 

I think, we all have a real responsibility in this area called 
ethics. Students come to you teachers at a very formative age and 
they look to you as a leader. You are teaching them something 
they desire to know and you’re responsible for getting your thoughts 
across to them. This may not affect your total community in the 
immediate area in which you live, but certainly the contribution 
you can make to the students who are tomorrow’s citizens and 
tomorrow’s businessmen is terrific. I think the matter of ad- 
vertising license that has brought about some of these problems 
we face today and hear so much about, if it existed, is a thing 
of the past. It’s purely dishonest and I think all of us in this 
room agree to that. 

In my estimation, Bill, the answer to how the problem can be 
solved is by conducting ourselves in our particular lives, and 
specifically you teachers with your students, as ethical people. 
The value of it is so simple that it’s elementary. I have no quick 
magic comment to make as to how you could do it any other way. 
Somebody else on the panel, I’m sure, would have some other 
thoughts on this. 


MR. DOREMUS: Under Dr. Sandage at the University of 
Illinois, the James Webb Young Fund for the education of adver- 
tising executives recently received some impressive support from 
industry as reported in Advertising Age on December 7. The 
fund will be used to assist promising graduate students in adver- 
tising to prepare themselves to become teachers and researchers 
in advertising. Now, for the question: If you believe this is a 
desirable effort, how in your opinion can more of this sort of 
thing be accomplished? Miss Raymond, please? 


MISS RAYMOND: | think industry is being moved to do more 
and more; at least I see it in my own company. I also think that 
industry is in the mood to do it with less flambuoyance than in 
the past. We have quietly given to a number of funds for scholar- 
ships and of course we have the Alva Garcas Foundation. I am 
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impressed by what we have done in this area in the last 18 months. 
I think that the Advertising Federation of America is genuinely 
interested in supporting funds for advertising education. I also 
think educators can help by indicating to ANA, AFA and other 
such associations the areas in which support is needed. I think 
that the advertising people have been a little reluctant to tell you 
teachers what you should do. In fact, in the City of New York, 
educators have come to a certain advertising agency and asked 
them to help supply teachers of advertising at institutions in which 
the subject had not been changed for thirty years. It was still 
being taught in secondary schools as retailing, not advertising. 
At least, not as any advertising we do at Cellanese or as IBM does 
in the various areas of merchandising. 

I think there are two things that nobody has touched on in the 
matter of ethics. Nobody criticizes the editorial side of the TV. 
And here we have people whose kids are being filled by crime. 
The second issue which has been overlooked is that most of us 
start off by advertising only good products. 


QUESTIONS FROM THE FLOOR 


Is there a specific body of advertising techniques, used in sub- 
stantially the same manner in a variety of organizations, which 
could be taught at the university level? 


MR. SIMPSON: Like the saying goes, I think that’s a good 
question. Consumer advertising, and I’m totally unaware of most 
of their problems, is vastly different from industrial advertising. 
This is true from the standpoint of the type of message, the type 
of market and what motivates people to buy. But over the broad 
spectrum of advertising, there are specific areas in which you can 
generally learn some basic fundamentals. I’m really contradicting 
myself I suppose, because now I’m saying generally that one should 
learn more specific things. 

But instead of just talking about advertising and how it works 
and how one can get his message across in general terms, I would 
love to see a course devoted to the problems of production, or a 
part of a course in advertising devoted to production. Maybe in 
some of your courses you’re doing this. I would love to see one 
segment of the course devoted to media and how one goes about 
selecting media for media strategy, with examples supplied by 
case problems. I would love to see a part of a course devoted to 
the why of measurement and research, regardless of whether it’s 
a consumer or industrial firm. I would love to see emphasis 
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placed on how do you develop objectivity in a campaign so that you 
measure your performance against a predetermined series of 
objectives. These are the kinds of things that perhaps a lot of 
you are doing—I’m not sure. 


Should graduate training in advertising be conducted by the 
universities as well as by business? 


MR. SIMPSON: Yes, and I’m sure that when a young man has 
received his MBA in Banking, the University has met the challenge 
and trained him rather precisely in the banking industry. Certain- 
ly there is no substitute for experience. I don’t want to be quoted 
as saying that I think the ultimate should be done while the man is 
an undergraduate or part of a graduate school. But I think that all 
of us are aware that the industry of advertising is rather complex, 
and I think that we’re all interested in seeing whether or not we 
can do a more complete job. I think it takes a lot of support from 
us. Perhaps the ones to whom I have been exposed have gone to 
the wrong schools—maybe this is the case. 


MR. THURM: I think one of the biggest problems in all of these 
so-called professional areas is the availability of the information. 
Generally speaking, the information is probably available in the 
usual textbook form. For example, a doctor may write an article 
for a professional magazine on bone surgery or something of that 
sort. Generally people in our business don’t write articles. They 
try to keep information very close to the vest. Generally, they 
don’t like to tell their secrets. But despite all of that, I think it 
can be gotten if somebody or some group of people are willing to 
go in and dig it out. 


There is a tendency among some teachers of advertising not to 
teach the subject from either the agency or the company stand- 
point, but rather from the standpoint of the functions of advertising 
in the American economy. What would be the panel’s recommen- 
dation concerning the use of this approach? 


MR. SIMPSON: The approach is wonderful. I think that every 
young person who is getting a business degree certainly should be 
exposed to the part that advertising plays in the total marketing 
mix. There is no question about this. My point is when we do have 
the person who is interested in advertising, who feels that this is 
where he wants to carve out his niche, to learn the business, go 
into management, etc., that we shoot for the moon. We should 
inform the colleges what we would love to see if we had an un- 
limited realm in which to ask for this thing called advertising. As 
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far as giving everybody a brief exposure to the importance of 
advertising, its role, the way in which it can communicate, help 
the salesman, save money, get the story across, move a man 
from unawareness to awareness, to conviction, to action that’s 
wonderful too. I think it’s terrific. And I don’t know how far you 
do go but any little bit helps. A half a loaf is better than none. 
and I think a man is a much better salesman if he’s been exposed 
to that segment of your total marketing course. I’m completely in 
accord with your thinking there. 

But on the other side, the student who wants to be a professional 
and develop himself in business or with an agency, I think needs 
to a degree a certain amount of definite exposure to the specifics 
of the profession. 


MR. THURM: I’d like to just bring out one point and it really 
has nothing to do with the teaching of advertising at the universi- 
ties. First of all, people who become presidents of large compa- 
nies never start out as presidents of companies but start out as a 
lawyer or a chemist or an advertising man or a salesman or an 
engineer or something like that. The basic problem of com- 
munication, in terms of advertising, to the various specialists 
who finally do come up to the top of a particular company is a very 
important part of our business. It’s a very important part of 
every business. 

Now, I don’t know whether the teaching of advertising to general 
businessmen will solve the particular point that you are raising. 
But to a large degree a lawyer will have to make that decision, 
an engineer will have to make that decision, some kind of sci- 
entist will have to make that decisionat some point. The important 
thing that we have been talking about more than anything else is 
the communication between the so-called specialist and the man- 
agement of large companies. This is a very difficult and very 
serious problem. 


The college at which I teach offers only one course in Adver- 
tising, and approximately 90 per cent of the students who take this 
course do not go into the field. What would the panel regard as 
the minimum requirement for those 10 per cent enrolled in this 
course who want to pursue a career in Advertising? 


MR. THURM;: | think that there should be forms available to 
the students at the college. I think what you say—that for the 90 
per cent who have no interest in going into an advertising agency 
or an advertising department of a company, a rough outline of 
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advertising, its principles and how it works in our economy is 
very important. But to a large degree most people don’t really 
know where they’re going. Most students don’t know where they’re 
going. The President of one agency started out as a researcher; 
he was a statistician when he started. As a statistician, I doubt 
very much whether he thought he’d ever end up in the advertising 
business, yet he started out as a ‘‘hell’’ of a market researcher. 
All I’m trying to say here is that there are parts of the advertising 
business which are very important to the business—market re- 
search happens to be one of them. I think these parts should be 
taught. I think they should be taught thoroughly. Now, what to do 
with the other people who really know that they’re not going to end 
up in advertising in any form: I think what you’re saying is ab- 
solutely correct. But there are a number of people who are going 
to end up in the advertising profession, in either the advertiser’s 
side or the agency’s side or in the media side, and I think they 
should be taught to a greater degree in various specialities. Now, 
again, how far this should procede I can’t answer. I know it would 
help them when they did come into the business. 


What would be your attitude toward hiring a young man or 
woman with a very general education as compared with a person 
who had acquired specific skills useful in advertising, but who 
lacked the depth of understanding that only a general education can 
provide? 


MR. SCHNEIDER: Well, I hope I made my point clear before. 
I prefer the man with the broader training—a man who has devoted 
two years, let us say, to a course in copy writing or mechanical 
production. Now, I have several reasons. I just frankly feel that 
the time in college can be better spent than learning something 
which he is going to definitely learn if he’s thrown into the pro- 
duction department and works under an old pro anyway. That’s 
number one. I think I’m concerned more about the proper utili- 
zation of time. 

Number two, in this whole area I think that what we’re looking 
for—and after all there is nothing really more important today 
than the selection of the right young man—are the seedlings who are 
going to be running the business when I retire. So I have a very 
personal stake, as I think all of our executives do, in who these 
young people are. We cannot afford to make a mistake, but as 
you well know our mistakes outnumber our successes—maybe 4,5, 
6, 7, 8, 9, 10 to one, Idon’t know. We don’t select these men on the 
basis of their grades in specific advertising programs. We hire 
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these men with certain criteria in mind. After all, you don’t have 
much of a chance to know a man when you’re interviewing him and 
hiring him. You cannot discount impression. Far too many of 
our college men forget that they are a product and that they should 
be packaged as skillfully as the merchandise which Mr. Thurm 
sells. Many of them seem to be totally unaware of this—that they 
are a commodity. 

Number three, while we’re interested in what a young man did 
in college, that of itself is not the only criteria. Curiously enough, 
I sometimes tend to worry about the guy in the top tenth of his 
class. Don’t ask me why but Ido. I’m much more interested in, 
for our business, the extrovert. I’m interested in extra curricular 
activities; I’m looking for some evidence of initiative,—of leader- 
ship, and I’m particularly interested in a student who wants to be a 
salesman. When I’m hiring young writers, I’m not interested in 
the person who is coming into the advertising business so that he 
can support himself so he can write a novel onthe side. I’m 
interested in a man who wants to sell, and whether he chooses to 
sell through writing or being an account executive or a research 
man, These are the qualities we look for, so to return to the ques- 
tion, I don’t think the specific course is going to do that. I think 
that the broader training is preferable from our point of view, and 
I speak only for McCann-Erickson and not the advertising agency 
business. 


Would you advise students to take liberal arts, with emphasis 
on English, economics, and the social sciences? Would you like 
for them to take an undergraduate course in business? Or would 
you advise them, as I believe Mr. Schneider would, to take liberal 
arts and then a graduate program in business? 


MR. SCHNEIDER: Well, first of all, let me correct what may 
be a false impression. I hope I didn’t say that we have an in- 
flexible attitude, that we look only for the man who had a liberal 
arts undergraduate background and then a postgraduate course in 
business. I’m saying that we do, each year, go out and hire five 
or six or seven of these men but over the course of the year we 
may bring in anywhere from 75 to 200 young men who do not fit 
that mold. I think it’s awfully difficult to answer your question 
and I know that this is the kind of a question which is directed to 
you because it is directed to me every day. In other words, should 
I take courses in business. I think to a great extent it probably 
comes down to the school to which the man is going. If they have 
a very fine broad liberal business program, I might recommend 
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that he go into the business school. Lacking that, then of course 
I’d have no choice but to say that a student should take a broad 
background of cultural subjects including economics. Frankly, 
I’d like to see a lot of young men coming in to our business, at 
least, who are more familiar with the behavioral sciences, the 
social sciences, because we in the advertising business are turning 
more and more to those fields which traditionally you people have 
been in much longer than we. Whether those courses come 
properly under a school of business, I don’t know. 


MR. THURM: I think the business courses become very 
important. One of the—not one of the—the important reason for 
business in our society is to make a profit, and you can’t make a 
profit from psychology by itself. You make it (profit) from the 
sale of merchandise. I think it is very important for the students 
that are coming into business to have a background in accounting. 
I have many account executives and product managers in trouble 
who have had a particular training in one area but not this com- 
plete business training in, say, accounting or some of the other 
financial parts of our business. We are in business to make money 
and as long as we’re in this kind of business I think we should 
recognize that part of it. Too few young people graduate with any 
knowledge of accounting. The mere fact that they do have a smat- 
tering of English usually means that everybody wants to write 
copy. Copy is only one part of our business. Communications is 
a very important part but you don’t necessarily have to be a good 
English major to be a good communicator. 
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SHOULD SELLING BE TAUGHT IN 
COLLEGES AND UNIVERSITIES? 


C. A. KIRKPATRICK* 
Chairman 


R. LINDSAY:** Thank you, Mr. Kirkpatrick and gentlemen. 
My answer to this, which I guess I have to make in order not 
to be torn limb from limb by the audience here, is ‘‘Yes.”’ 

It seems to me that people in sellingin industry are most eager 
to get selling taught in the colleges and universities because they 
want better salesmen, because they want more salesmen, because 
they want the status that I think they believe that having a uni- 
versity course will give them. That’s the worst kind of selling 
and they would never think of doing it in their own business, they 
would never go to a prospect and say “‘I need your business so give 
it to me.’’ But they all say,and I guess everybody agrees, that 
everybody sells. And it seems odd that if this is true, that every- 
body in every occupation, or every avocation is something of a 
salesman, why aren’t people taught how to sell? It seems to me the 
reason is that nobody has ever defined selling or at least defined it 
in such a way that is acceptable to any large group of people who 
don’t consider themselves professional salesmen. When you get 
down to working up a definition of selling, and what might be 
taught if people were to teach selling, it gets into a rather inter- 
esting controversy. There are some courses, as you all know, in 
salesmanship in universities in which the students are assigned 
selling projects. They take a product or a service and get some 
actual experience making calls, writing up orders, following 
through, and so forth. Is this the kind of selling that most people 
want to learn? I don’t think it is. I don’t think it has anything 
remotely connected with the kind of selling that should be taught in 
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most universities. In other fields than marketing, we havea 
similar problem. There are some schools of journalism but 
there are an awful lot of universities which do not yet teach 
journalism. You can’t teach a man, in my estimation, how to be 
a good writer—there is no trick about the question of one word 
next to another. What you can teach a man is how to think, and 
that’s what makes writing. It seems to me that as an editor I run 
into this problem all the time; an awful lot of amateur writers 
write the words while editing. They usually are too concerned 
at first with the problem of words and not sufficiently concerned 
with the problem of thought. After they have suffered to put some- 
thing on paper and are covered with sweat and blood, then they 
get their time to say something, not merely to use words. This 
seems to me to be the problem of teaching selling—that of not 
teaching people how to go out and line up work. I just can’t 
imagine a professor at Harvard teaching somebody how to cut the 
pages of a book chart or how to tear the cards off order forms. 
But I can imagine somebody working out a curriculum including 
the application to practical uses of some of the advances in be- 
havioral sciences, and in the more traditional fields of literature. 
Maybe selling needs to be related to these accepted subjects in 
the same way that engineering is related to the accepted principal 
sciences. Maybe we should let companies themselves teach a man 
how to ask for referrals, how to write up an order and how to 
take an inventory. These things are not really very complicated 
and hardly up to the university level. But it does seem to me 
that the study of communications is at the university level. Even 
if we should form a semblance of selling in these terms through, 
you might find it rather difficult to get most university presidents 
to accept it. 

The connotation of selling—the first definition in Webster’s 
dictionary of the word ‘“‘to sell’’ is “‘to sell out’’—‘‘to be a trai- 
tor.’’ I wrote to the editor of the dictionary about this. He wrote 
back and said that that was the earliest wordage. But I wonder 
how many people who read the dictionary know the way they 
arrived at the numbers for the definitions. I think that the con- 
notation of a salesman, or, somebody who sells, is that he is 
interested primarily in his own gain; only secondarily in doing 
anything for his prospects or maybe not doing anything for them 
at all. This connotation is responsible for the fact that selling 
will only be taught in institutions in this country, when I believe, 
they can be made to conform with the tradition of the institution 
of idealism. Because, after all, academic subjects are the ones 
which are primarily intended to improve civilization; not to im- 
prove the personal, material condition of the individual. 
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We ought to teach architecture in the schools to enable a man 
to build buildings, because there seems to be some thought that 
if he studies architecture he can make a more beautiful country. 
The same thing is involved in ideals about justice. In this area I 
think that selling has fallen far short. I believe that selling will 
never be taught as selling in most of the universities and colleges, 
but rather some other course that will really mean selling, e.g. a 
course in communications. And this course will contain practical 
applications of the behavioral sciences, and will improve writing 
for communication, and speaking. Such a course could be accepted 
and should be accepted, and I for one would be glad to go back to 
school and take a course in that. 


MAURICE W. LEE:* Your first speaker indicated that not 
wanting to be torn limb from limb, the answer he was going to give 
to the question was, ‘‘Yes.’’ And I have no desire to be torn limb 
from limb either. The answer I am going to give is about as firm 
a ‘*No’? as I can. And Prof. Kirkpatrick will assure you that I have 
never won any record for tact. In fact, I am going to go a little 
farther and say that there are very few things that I would resist 
any harder than, and I’ll use the word ‘‘intruding upon’’ a cur- 
riculum of a university or college a course in salesmanship. If I 
interpret what we are talking about, it is that somebody would like 
to see our universities and colleges turning out students who have 
had academic instruction in how to sell. Now, I could sit down at 
this point, and it might be well if I did, but I would like to take at 
least a moment or two to explain what I have in mind and the 
philosophical background that leads to the conclusion that I have 
given to you at the beginning of my talk. 

My basic objection really is a philosophical one; a concept 
of what a university or college ought to be. I think Mr. Lindsay 
and I share in many of these things—the ideas that he expressed 
were ideas that I would express. I simply cannot understand how, 
with the creed that he has expressed, he comes to the conclusion 
he does. He and I should explain this to each other, perhaps. 

It seems to me that the university is primarily where students 
get a good solid education for whatever future life they are going 
to have. Now this means that a large part of their time in the 
universities is extremely valuable as a seed corn sort of operation 
for their whole life ahead. And that means they need to get a firm 
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grounding in all the traditional areas of the university in the 
general college area, in the liberal arts, if you want to use that 
term. And only after that firm foundation has been laid do they 
begin to get into their fields of specialization—whatever the field 
may be. It is a field they would enter upon only after they have 
this firm foundation. Now I am setting it up this way because I 
know Ed Bursk is going to follow me, and if I set it up this way I 
don’t see how he can do other than come to the conclusion I have 
given to you, because as a graduate school, I think the Harvard 
School of Business is rather firmly committed to the idea that they 
want broadly trained under-graduates to do their specializing only 
after they have their bachelor’s degree. Ed, I want to give you 
that to work with, at least a little later on in the program. 

My second point would be this. After a student has spent at 
least the minimum of two years in getting this broad liberal back- 
ground, he may then be ready to specialize. But even if he has re- 
mained two years, he should not devote anything like his full 
amount of time to his field of specialization. He needs to develop 
additional tool courses; additional courses in breadth. And this 
means that there will be a very limited number of hours available 
for specialization. A student who would get a course or courses 
in salesmanship, or whatever he wants to call the course, would 
presumably be a student who was majoring in a school or depart- 
ment of Business Administration. And this means, then, that he 
would meet general requirements of that nature, which would in- 
clude traditional subjects in business; the functional fields of mar- 
keting, finance, production, and the basic tool courses of account- 
ing, statistics, a background course in economics and so on. And 
by the time he has taken these courses, and a few more, it seems 
to me there is simply no time for additional work. This then be- 
comes a question of choices at the margin. If you have a student 
take a course in salesmanship, he takes it at the expense of an- 
other course that I would put much higher priority on, than who- 
ever arranged this program apparently would. 

Secondly, and this is not really a very different point of ap- 
proach but a point of emphasis that needs to be made, I would 
suggest that a course in salesmanship is pretty much a how-to- 
do-it course. If I understand anything about selling this means 
we would have a how-to-do-it course in one of the most dynamic, 
most fast-moving fields that could be conceived. It isn’t that I 
don’t put a high emphasis on selling. I think I put a higher em- 
phasis than the program planners on your program today. I think 
it is much too complicated a subject for a university faculty mem- 
ber to teach. I just don’t think the average university faculty 
member, with the responsibilities he has for getting on top of the 
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basic principles of his field, would ever be able to keep up to date 
on the kinds of things that businessmen might want students trained 
in salesmanship to know. In other words, I doubt very much that 
this is a responsibility that should be thrown on the university. I 
think basically it is a job that business could do a lot better than 
the universities. I think that this should be referred to business. 
I think you would be much happier in the long run if businessmen 
would accept the graduates of the universities with the broadest 
possible kinds of training, and then give them the appropriate 
training incident to whatever work they might have in the company 
they join. 

My final reason for suggesting that this is not an appropriate 
course—that salesmanship, or whatever you call it, should not be 
taught—is that I don’t think it can be taught. 


AL N. SEARES:* It has been well said that difference of 
opinion makes horse races and we’ve certainly got a ‘‘hellova’’ 
horse race up here. 

Should selling be taught in colleges and universities? Speak- 
ing in behalf of the 30,000 members of the National Sales Execu- 
tives the answer from our point of view is ‘‘Yes.’’ I think that it 
can be said, too, that this is one of the greatest latent needs of 176 
million citizens of the United States. I wonder if you realize that 
in the United States today we have 4,500,000 salesmen. About 
1,600,000 of them are engaged in consumer and durable goods 
fields. They are the salesmen upon which our economy rests in 
creating to a large extent the gross national product. A survey 
conducted several years ago by McGraw-Hill indicates that each 
one of these people through his skilled efforts in the art of per- 
suasive communication provides job opportunities for 30 people 
back at a factory somewhere. I submit to you that salesmen, 
therefore, are the job-makers extraordinary of our economy, and 
very important people. They need more attention by educational 
institutions. 

I have been somewhat of a student of communism in recent 
years, and it has been my good fortune in the last seventeen 
months to have visited with 135 sales and marketing groups in 28 
countries throughout the free world. Everywhere I have gone, 
everyone that I have talked to of any prominence recognizes that 
today we are engaged in all-out economic warfare with the com- 
munistic bloc. And here we need the art of persuasive communi- 
cation like we never needed it before—if—the biggest word in 
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the English language—if—we are going to be the final victor in 
this war of idealogical warfare. I believe that there are five cold 
wars that we are dealing with that educational people should do 
more about, at least in several areas. One is military. I don’t 
think they give you too much there. But in the fields of diplomacy, 
which I submit is a people-to-people business, selling is a fun- 
damental requirement, if we are going to convince the remaining 
billion and a half people in this world to stay on our side instead 
of moving over to the communistic side. The third element in the 
cold war is in the field of economics, or trade. I have been in 
Central America, South America, and Europe. I’ve talked with 
people about the common market, free trade, trade, and mar- 
keting. This is all we are talking about. Yet, when we talk about 
this people-to-people business through which sales are negotiated 
we shift to the ethereal plain of higher elements of decision 
making. I learned a long time ago in going through the chain of 
hard knocks that I had to start as a salesman before I became a 
V.P. in Charge of Marketing for Sales and Services of Remington 
Rand. I learned first of all the fundamentals of selling. I didn’t get 
it in college; I had to acquire it the hard way. And there is a lot 
that colleges can and should do in this respect. 

Let me point out to you that America needs one million sales- 
men. We need them now, because with the increasing avalanche of 
products and services brought into being by production engineering, 
mechanization and automation, we must have people who can 
create demands and wants for the increasing end products of the 
farm, the factory and the mine. Pyrinter’s Ink magazine recently 
pointed out that in 1960 we will have to bring into being 184,712 
salesmen, in 1965, 565,642, and in 1970 we will need 986,714 
salesmen. Where are they going to come from? To be very 
critical, and constructively so, one of my basic problems was al- 
ways finding salesmen. I had 3,000 direct salesmen at Remington 
Rand. Taking them out of colleges and getting them to come down 
to earth and realize that the first rung in the ladder was a selling 
job in a territory somewhere presented a real problem. 

Selling is an intricate subject to teach, I’ll agree. But I don’t 
think that college professors should run away from teaching this 
highly intricate and extremely stimulating form of persuasive 
communication, I think it is a little inconsistent, too, when you 
recall that the Department of Health, Education and Welfare of the 
United States is sponsoring and distributing an education pro- 
gram—Laboratory teaching to some extent. When these kids get 
out of high school and go into colleges and universities they don’t 
have a continuation of this particular area of learning. 
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I wonder if in the education system we overlook to some extent 
the importance of the salesman in the economy. That we, our- 
selves, whether we believe in it or not, have lost some of our 
enthusiasm and zest for this profession as a result of having 
listened or seen plays like ‘‘Death of a Salesman’’. And because 
salesmen themselves or factions in their families have puta 
psychological tombstone over selling as a career, we do not have 
the courage to sell them on taking a course in salesmanship as a 
part of the marketing program. 

I was amazed recently in looking at a survey which has just 
been completed that only 1.1 per cent of the marketing courses in 
the United States touched on the subject of selling or salesmanship. 
If this is true, I think we should take a second look. 

I would just like to read to you very quickly something on a 
salesman so that you might think about the importance of this fel- 
low as an individual whom you would like to get hold of, and teach 
and train and motivate in this direction. ‘‘It has been said that 
salesmen are big problems to their bosses, their customers, to 
their wives and to discerning credit managers of hotels and some- 
times to each other. Individually and collectively they are cussed 
and discussed at sales meetings, conventions, behind closed doors, 
as well as in bathrooms, barrooms, and from many angles and with 
about the same fervor as the daily headlines. They make more 
noises and mistakes, create more cheer, correct more errors, 
adjust more differences, spread more news, explain more dis- 
crepancies, hear more grievances, passify more belligerants, and 
waste more time under pressure without losing their tempers than 
any other group of people we know. Salesmen live in hotels, 
automobiles and reception rooms, on trains, busses and park 
benches, They eat all kinds of food, drink all kinds of liquids— 
good, bad and indifferent; sleep before, during and after business, 
and work on schedules as inconsistent as the weather with no effect 
on the public health. And yet salesmen are a power in our society 
and public economy. In many ways they are a tribute to them- 
selves. They earn and spend more money with continued effort 
than any other group in business. They call up at the most in- 
opportune times under the slightest pretext, they stay longer under 
more opposition, ask more leading questions, make more com- 
ments, put up with more inconveniences, take more for granted 
than any breed of businessmen on payrolls today. Salesmen 
introduce and sell more new goods, dispose of more old goods, 
load more freight cars, unload more ships, move more trucks, 
keep more production lines rolling than all the other people in 
business. Yes, brother, you said it—with all their idiosyncrasies 
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and despite their advertisities, salesmen keep the wheels of 
commerce turning and the cranks of human emotion running. 
More cannot be said of any man. Be careful whom you calla 
salesman, lest you flatter him.’’ This is the kind of fellow we 
need about a million more of, as of the present moment. 

Now, as to whether or not this subject can be taught in uni- 
versities, let me point out to you that there is a school that has 
done a phenomenal job in teaching salesmanship—the Department 
of Marketing at the University of Alabama. Their curriculum is 
described in the book, University Training Program in Sales- 
manship. If you have never reviewed this book written by Pro- 
fessor Bennet, I urge you to do so. The program is a cooperative 
endeavor with the industries and businesses of Alabama supplying 
a laboratory to teach selling that is unequalled, at least as far as 
I have been able to see. Fifty-six companies have cooperated in 
supplying the tools with which to teach, providing lectures from 
business, and exposure to case histories of problems in selling 
or salesmanship. 

Have you sensed my feeling that there is a need to teach 
selling? You are absolutely right. We have come to the end of the 
road, where a business can afford to invest $2,000 - $8,000 to 
train a man in this field for a period of two years in order to 
produce a salesman dedicated to a future career in the field of 
marketing. It is my firm belief that the colleges and universities 
must assume some of the responsibility for preliminary training. 
In this way we can lessen the lead time required to train men to 
the point where they can increase the volume of production sales- 
wise to the heartbeat of the ever-increasing output of our farms, 
factories and markets. 


EDWARD C. BURSK:* I don’t think I have ever stood up and 
talked to a group of people and have been less sure of what I have 
wanted to say. I had some pretty clear ideas, that is, some pretty 
firm ideas, before I came here. But everything that anybody has 
said so far, I agree with, and its got me sort of torn apart. 

Maybe I had better start anyway by saying that my answer 
is a qualified ‘‘Yes.’’ The qualified part has nothing to do with 
the importance of selling. My qualification has to do with whether 
the educational institution in question is prepared to teach it 
properly or can teach it properly. But then immediately I have to 
qualify that ‘‘teach it properly’’ part of my original qualification 
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by specifying that the ‘‘it,’’ the subject itself, must be quite dif- 
ferent from what I think many others may mean by it. And if I 
can’t sell my idea of that by the maneuver of the double qualifi- 
cation, then my answer is a resounding ‘‘No.’’ Only it really isn’t 
a resounding ‘‘No.’’ 

One of my problems is that I am at an institution which has 
been referred to as one where selling as such is not taught. My 
problem is that I was a salesman myself for about eight or nine 
years. I got so much out of that experience that I could find it very 
hard to accept the idea that other people could not get a tremendous 
amount out of understanding the selling process more thoroughly. 
I know that I am a better teacher of marketing because of that ex- 
perience. I don’t think that I am a better teacher of marketing 
than somebody else who hasn’t had that experience. I may be, I 
don’t know. I do mean that I am a better teacher of marketing for 
having had that experience than I would have been if I hadn’t had 
that experience. We’ve got to cut through—I’ve got to cut through 
this confusion, this circumlocution, which obviously is not good 
selling. You are not going to sell anything unless you have a good, 
positive point of view. The way I have been talking sounds more 
pedagogical. 

So let me take another attack, or, is it tactic, or tact? Anyway, 
it is good tactics to take another tact, and then attack again when 
the first attack is off the target. That is known as the ‘‘metaphor 
mix.’’ 

So let me, right at the beginning, like I hope, a reasonably good 
salesman, try to meet your objection head on and turn it to my 
advantage. Now, I say ‘‘your’’ and I don’t obviously mean ‘‘you’’ 
in the sense of the people who are here because they want to hear 
‘‘yes’’ as an answer to the question. Those people are obviously 
pre-sold, pre-sold at least in part. I think that the people who are 
left over from the previous session might have found it more 
attractive. So let me say, that I recognize, gentlemen, that the 
Pierson and the Gordon-Howell reports (I wrote them down on 
purpose here because I get the ‘‘damn’’ things mixed up. I can 
never remember whether it is the Gordon and the Pierson-Howell 
or the Howell and the Pierson-Gordon) are very close together, 
obviously, in what they say. They put up a good case for a less 
vocational and a more generally educational approach—whatever 
that is. And I say, ‘‘Whatever that is.’’ I don’t want to knock 
my competition. That is not good salesmanship. And certainly 
anybody here is perfectly free to buy from those people who think 
that way, if they want to. If they want it—well, I can’t say Iam 
getting a faulty product, because I don’t want to talk about my 
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competition. And these people put together some very, very good 
ideas. There isn’t any denying that. But I don’t think they under- 
stand some of the things that those who disagree with them, think 
they understand. Now, just leave it like that. They don’t under- 
stand me completely, and I don’t even think they would understand 
Harry Hansen completely. 

Let me take just their basic selling point and see where it takes 
us. To boil it down, and whenI say boil it down, I don’t necessarily 
imply that they are half-boiled at the beginning. In fact I haven’t 
thought of this. I know they are ‘“damn’’ good reports and every- 
body ought to read them and probably every word in it—and buy 
about 90 per cent of it. This is what I get out of those two reports: 
Education should be broadening and sharpening, sharpening in the 
sense of sharpening general mental skill, as contrasted with mem- 
orization of undigested principles, or drill in group team tech- 
niques, particularly specialized techniques which are good for just 
one particular kind of a vocation. I believe that I would buy that 
completely without any reservation, at all. I buy it as a good 
starting point, particularly, and that does rule out for me irre- 
vocably salesmanship as a purely vocational subject—as a col- 
lection of tricks, psychological or otherwise. But the point is that 
selling itself is no longer like that, if it ever was. I take a series 
of cases—can’t get away from these ‘‘goddamn’’ cases. This ‘‘god- 
damn’”’ is an effectionate way of expression, a technique we can 
indulge in. Now taking a case as an example, there was a group 
of executives who had primarily come up through the engineering 
cycle, and who sort of looked down the side of their noses at 
selling. It is surprising how many businessmen—not academic 
people—somehow do not understand what selling can be. We have 
analyzed these cases, and what has to be done to ‘‘make the 
sale.’? These businessmen have always ended up by being sur- 
prised, genuinely surprised, that it takes analysis and planning—yes, 
thinking, of a highly intelligent kind—to cut through problems in 
selling. Well, I say selling always did involve this, when it was 
good. Even canned selling means somebody had to do some 
‘‘damned’’ tough thinking to begin with. 

Even though selling has all the aspects of an art, the science 
of it, which is increasingly called ‘‘persuasion’’, looks now as if 
it might start to become respectable by the back door. Somehow 
it has gotten pretty close to what some other people are getting at 
when they talk about super-motivation and all that stuff. There 
is in this kind ofa lookat selling some very respectable, analytical, 
sold-discipline kind of thinking involved. As a matter of fact, I 
think something is likely to be happening, not just in selling, but 
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in marketing in general. The two dual approaches, if you will, to 
marketing—the behavioral science approach, and the mathematical 
statistical approach—looks to me as if they have a chance of 
coming together. They are not opposed. They can fit together and 
interlock, and when this happens all sorts of things I think are 
going to happen. I have seen it happen myself, I think, in little 
ways. People in the two disciplines are working together. They 
both have something to contribute to each other. The behavioral 
people are getting pieces of understanding and pieces of knowledge 
which the people with the mathematical manipulative techniques 
have been working with. Something is coming out. I don’t know 
what it is going to be called—it may be something like ‘‘motiv- 
matics’’ or ‘‘mastervations’’ or something like that—which are 
going to have an impact on selling. 

It seems to me that in selling, personal selling, in face-to-face 
real honest to God selling—not just watered down selling—you have 
a tremendous laboratory for getting understanding. It is an under- 
standing which is much closer to the surface and much easier to 
get ahold of, I think, than in some of the other areas of marketing. 
I think this is possibly so for a number of reasons. One is the 
test of whether it works or not; it is there as a medium, which is 
not true for example of advertising, long-range planning, and so 
forth. I think it is true for a more fundamental reason. In selling 
I think you have the fundamental building block, or whatever you 
want to call it, out of which marketing is built. Marketing can be- 
come administration. But when you talk about planning, which I 
think is tremendously important, you are then talking about an ap- 
proach that is broader than that of marketing. It doesn’t mean it 
is unimportant. It just means you are one further step away from 
the fundamental building block—persuading people to buy something 
for a price. I think it ismuchclearer here in selling than in direct 
mail. It is clearer in direct mail, for example, than it is in ad- 
vertising. It is clearer what works and how people respond. So 
I think from this point of view, selling is important. Selling from 
this point of view is not psychological traits. It is not wielding 
one’s personality some strange and mysterious way. Not that 
personality cannot be important. It can be important in any aspect 
of management, as far as that is concerned. But selling, in this 
sense, is basically strategy and planning of strategy. When I take 
a group of salesmen and look at the good men and the poor men, 
the one difference is that the good men do some planning and the 
poor men don’t. Now this is the one—time after time after time— 
the one real difference that shows up. 

Now—so I would say, selling offers opportunities. And under- 
standing of selling, in one sense, is indispensible. How it can be 
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taught is a problem and when I say my answer is ‘‘Yes’’— I have 
now persuaded myself, and that is now what I think. 

I am not necessarily saying that it should necessarily be ina 
whole course. In fact, I think the more important selling is, the 
more important it is that it should be in every marketing course, 
in one way or another. I am not sure in my own mind, and this I 
have not been able to decide. I am not sure that maybe the best 
way to teach selling would not be to put it into the context of all 
different kinds of marketing problems that come along. This, 
however, still implies a tremendous amount of attention and re- 
search, and I think this deserves the respectability of research. 
It will promise great rewards, with more understanding and re- 
search and attention than it has been given in most universities. 
It means really setting out to understand it, to evaluate it, and 
then to feed it back into courses. If that’s the way it’s going to be 
done because—here you see I agree again with something that’s 
been said—there’s no doubt in my mind that if marketing is im- 
portant then selling is important because it is so essential to 
marketing. As I said, I think selling is that basic essence of mar- 
keting. And without it I think everything else is likely to fall flat 
on its face rather than just flat on its back. And, again, I also 
agree that marketing is that basic essence of business and of the 
economy. I think it’s perfectly clear. I will agree with Al Seares 
wholeheartedly in the fact that it looks as if the communists (the 
Russians) really mean it when they say they want to cut down on 
armaments, and so forth and so on and so forth. I don’t believe 
they want to do it because they just love peace, that they’re 
foregoing any ideas, any ambitions about becoming the dominant 
force in the world. I think they mean it because they think they 
can dominate the world economically quicker and easier and more 
pleasantly for them by economic competition than by military 
competition. I don’t think we’re anywhere near ready to meet that 
kind of competition. I think we have a tremendous opportunity 
right now. The Russians are still pretty ‘‘damn’’ naive about mar- 
keting—a ‘‘hell’’ of a lot more naive about marketing than they are 
about rockets and other kinds of explosive stuff. So we’ve gota 
chance—we’re ahead of them here. I think we can accept this 
challenge, but we sure as ‘‘hell’’ are going to have to work on it 
because we know from past experience that they have a tremendous 
capacity to catch up. So, somehow, somewhere, some under- 
standing of this art of selling, of this increasingly important 
science of selling, has to be, it seems to me worked into our busi- 
ness courses. And the higher the level of the courses, it seems to 
me, the better. And I hope it will still be called selling with a cap- 
ital S. 
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HORACE R. SMITH:* In addressing the members of the 
American Marketing Association on this very important subject, I 
approach this assignment with mixed feelings: on the one hand, 
that I should have the temerity to talk about curricula to you, who 
are devoting your professional careers to an area which involves 
the business and industrial life of America; on the other hand, I 
am happy for the opportunity to speak from the point of view of 
the professional sales trainers of this country, as Immediate Past 
President of the National Society of Sales Training Executives. 
Certainly you have convictions and certainly so do we. Our points 
of view may be, at times, miles apart, but our ultimate purposes 
are probably much more parallel than they may seem to be at 
first glance. 

Before I address myself to the affirmative side of this question, 
let me first define the terms of reference which are in my mind. 
The question asks, ‘‘Shall selling and salesmanship be taught in 
colleges and universities? In providing a very enthusiastic and 
deeply sincere affirmative vote I find myself in complete agree- 
ment with Vice Admiral Hyman G. Rickover. Admiral Rickover 
recently pointed out that education ‘‘is directed toward enlarge- 
ment of the individual’s comprehension of the world, by giving him 
the knowledge and the mental capacity to understand what lies 
beyond his personal experience and observation. It familiarizes 
him with events and people,. . . so that he can form independent 
judgments on social phenomena. It renders intelligible to him the 
physical world, and the laws of nature, so that he can judge man’s 
potentiality and limitations. .. .’’ 

Contrasting education as such, with training, Admiral Rickover 
underscores the fact that in addition to what educators call life 
adjustment, training also develops vocational skills which qualify 
one to earn a living by doing a specific type of work. 

This perspective is one I embrace, so let me say that we are 
not hoping that colleges and universities will undertake the training 
of sales people. Certainly in the education of young men and 
women for their places in the business world, there must be a 
place for an understanding of selling and salesmanship, and an 
opportunity to understand the function of persuasive leadership as 
it relates to trade and commerce, and to other business relation- 
ships which you are helping them to know and understand. 


*Horace R. Smith is President of the National Society of Sales Training Ex- 
ecutives, 


| 


406 MARKETING CONCEPTS IN CHANGING TIMES 


This concept then suggests the possibility of a much broader 
approach to the fine art of human relations than does the limited 
sense we imply when we use the words selling and salesmanship. 

Now I have several points to make, but I make haste to remind 
you that deliberately I have not placed them in any order of 
importance. Here they are: 

1. If we take the broader semantic meaning of these terms, as 
provided by Dr. Harry R. Tosdal in his eminent work ‘‘Selling in 
our Economy,’’ we can perhaps grasp, and in turn convey, a better 
impression of their functions by g:ving them the label ‘‘persuasive 
leadership’’ which I have taken directly from Dr. Tosdal. Per- 
suasion occurs in practically every human relationship whether 
it be social, business or professional. I am trying to persuade you 
to a point of view, you persuade your students to do outside read- 
ing, persuade your Deans to enlarge your departments, your Deans 
persuade your Presidents to enlarge the department budget, your 
Presidents persuade the Board of Trustees or a legislature to 
provide more money. The doctor persuades his patient toa 
therapeutic program. A sales engineer persuades the manufac- 
turer to use a new type of machine. An architect persuades the 
home owner to use a slate roof. The lumber dealer persuades the 
architect to specify Philippine mahogany. The appliance dealer 
persuades the housewife that a dollar a week for a dishwasher is a 
small price to pay for the drudgery eliminated. The career life 
insurance agent persuades his client to a fuller realization that 
time, or the equivalent of time, will save those who love him, and 
depend upon him, from the embarrassment of facing financial in- 
adequacy. Yes, even a romantic youth persuades the object of his 
affection to go steady. This meaning is not objectionable, but if we 
called these activities selling, we find ourselves with some mental 
reservations. 

2. As marketing and the commercial structure of our country 
represent the focus of your students’ attention, then some under- 
standing of the impact of selling and salesmanship upon the dis- 
tributive system is surely an essential ingredient to a complete 
understanding of what has made America, and of what has brought 
us to what we enjoy today as the world’s finest standard of living. 
Indeed it would seem to me quite difficult for a student to fully 
understand the dynamic, ever unfolding and evolving American 
scene without recognizing that marketing, in all its phases in- 
cluding selling, is basic and fundamental. All the authorities seem 
to agree that selling and salesmanship have provided the essential 
difference which has characterized American business and in- 
dustrial growth, as contrasted with what we see in the pictures of 
the less progressive of our sister nations. 
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Dr. Tosdal says that “‘selling effort is the energizer of our 
economic machine. . . its necessity in influencing our people to 
want higher and rising standards of living cannot be denied. . .the 
need for improved effectiveness in all phases of marketing effort 
is admitted.’’ Continues Dr. Tosdal, ‘‘the challenge to business, 
to bring about improvement, is furnished by free competition.’’ 
Certainly if free competition is to characterize what we all want, 
then better selling, and better salesmanship, or if you will, better 
persuasive leadership, must be a part of our plans for the future. 

3. It seems to me that there is certainly much in common be- 
tween a good educator and a good salesman. On the one hand the 
educator must constantly be selling his concepts and his treatment 
of the course material to his students. On the other hand, the 
salesman must constantly educate the minds of his prospects by 
informing them about available goods and services, while at the 
same time helping them to probe their own minds and circum- 
stances toward the logical uncovering of needs to be filled. These 
parallels seem so obvious as not to need further extended dis- 
cussion here. 

4. Twenty per cent of all college students are either taking 
business courses or are majoring in some phase of business. Five 
hundred and eighty-seven colleges and universities either have 
business departments or grant degrees in business. The wise 
planners of curricula have insisted that all students have at least 
some contact with the liberal arts and the humanities. This I fully 
endorse. Certainly part of the broadening of your own curricula 
should include the consideration of orientation about selling, sales- 
manship and persuasion. While I cannot find reliable statistics, I 
am persuaded that at least half of all of those who do go into busi- 
ness will sooner or later be directly, or in some major sense, 
indirectly related or affected by selling and salesmanship. Isn’t 
it well, then, that every student of business be helped toward an 
open mind about this very vital link which serves to bring buyer 
and seller together? 

5. Most authorities estimate that the annual cost of marketing 
goods and services is currently running above $30 billion, and 
some have even suggested that the cost exceeds $100 billion. There 
is even more agreement that the cost of direct selling of goods 
and services paid in salaries and commissions exceeds $15 bil- 
lion. These figures are of obvious significance. 

My 99 colleagues in the National Society of Sales Training 
Executives have the responsibility of providing sales training, and 
sales management training, which affects directly the lives of 
nearly one million sales people engaged in selling goods or serv- 
ices for industrial and commercial organizations not represented 
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in our society. Thus we know of nearly six million sales people 
who represent about ten per cent of our total labor force, and more 
than twenty per cent of those engaged in so-called white collar 
work. It seems to me that this is a sufficiently large segment of 
business activity, to fully justify the time needed to help students 
understand what selling and salesmanship really are. 

6. In this discussion we cannot ignore the conclusions of those 
who have undertaken monumental studies of the problems involved 
in specialized and vocational training at college and university 
level. I would not be so bold as to challenge the findings so re- 
cently spread before us in the Carnegie and Ford Foundation re- 
ports. As a matter of fact, I agree with most of the things they 
have said, so I have taken your time to more clearly delineate what 
I understand to be the proposal youare considering. Let me further 
suggest that in most business courses the student is exposed to one 
or more accounting courses. Yet, I doubt that very many students 
out of each senior class will ever sit for CPA examinations. Sim- 
ilarly, most all business curricula include one or more courses 
in corporate and business finance, yet not very many out of each 
class will ever have direct responsibilities related to the fiscal 
policies of the firms with which they may become associated. 
What I am suggesting then is that such a course as I have outlined 
could be made both interesting, and serve as a vital link toward 
providing a more comprehensive understanding of what makes 
American business tick. 

Professor Tosdal reminds us that, ‘‘if firms who introduce new 
or unfamiliar products are to live and prosper, and if older firms 
are to continue. . .then selling is an absolute necessity.”’ I believe 
we all agree that the development and functioning of a productive 
system necessary for the continuance of our present high standard 
of living has depended upon, and will continue dependent upon the 
influence of all kinds of selling effort. 

We should also bear in mind that, in this age of automation, it 
is quite likely that the demand for people in industry and manufac- 
turing may diminish, and while this downward trend is occurring 
we may very likely see a substantial increase in the need for 
manpower in those organizations which deal largely in services. 
Here we see even greater need for those with skill, and well- 
founded understanding of the problems encountered in dealing with 
the public. 

7. Selling and salesmanship are a combination of art and 
science. As in other arts the capacity for harmonious human 
relationship is the result of experience, the maturing of the mind, 
and the attainment of evaluative judgment, all being parts of the 
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curriculum in this school of hard knocks. There are basic princi- 
ples in this art which are well known and which do have intel- 
lectual content, the views of some to the contrary notwithstanding. 
The science is derived partly from the study of behavior, partly 
from a knowledge of communications, partly from the development 
of visual techniques, and partly from general education in the social 
sciences which help us to understand ourselves and others, with 
particular reference to motives, desires and needs. 

8. There is hardly a financial, industrial, or business organiza- 
tion in this country which is not earnestly seeking well-educated 
individuals for the enlargement of its marketing and/or sales 
staff. In our complex world the best minds are needed, yes, 
educated minds which can think logically and broadly, imaginatively 
and resourcefully. These busines= institutions are hungry for 
your graduates. But they are particularly hungry for the graduate 
who seeks unlimited opportunity for what all of us know is certain- 
ly going to be a limitless growth and expansion as we approach the 
200 million population toward which we are rocketing now. There 
will be changes in marketing concepts, principles and methods. 
So your students can and must be prepared to take their full part 
in these changes. They are in their formative years while they 
sit at your feet. So all those who have careers in search of good 
people plead for classroom teaching devoted to a better under- 
standing of this vital factor in our economic picture. 

9. Selling activity is much broader in scope than is commonly 
observed by most adult business and professional people. Except 
as each person is individually exposed to, and becomes acutely 
aware of a specific sales effort in his direction, he is not likely to 
consider, nor to have a comprehensive understanding of what we 
may describe as the big picture of selling and salesmanship. 
Without an understanding of what selling and persuasion may or 
should be, the perceptive student is bound to wonder about the 
missing link. As he sells himself to a future employer will he 
not employ some of these basic principles or will he beg for a job? 
As he carries ideas to his superiors toward better ways of doing 
things, should he not be equipped with some understanding that 
would help him in this respect, or shall he be dependent wholly 
upon the inspiration of the moment? 

10. I am a salesman, I am glad of it, and I am proud to claim 
that name. I am speaking in behalf of careers in search of men 
and women who deserve the kind of break it was my good fortune 
to have immediately after I was graduated from a liberal arts 
college. My good fortune descended from two directions—a 
wonderful father, who had himself embraced selling immediately 
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upon graduation from the same college, and from one of my very 
wise teachers who provided seminars for groups of seniors to help 
them orient themselves into American business. 

My two brothers are salesmen and so is my son. Matter of 
fact, most all of my friends are salesmen, both business and social, 
fine folks all. 

I live on a typical American street composed of twenty-four 
houses. The other evening I reflected upon the backgrounds of 
each family. Except for the two doctors, the family standards of 
living of all the rest of us were established through some form 
of creative and persuasive effort. 

There is nothing degrading about selling or salesmanship. 
Selling is a profession in which great pride and great prestige may 
be found, earned, and maintained. I am glad this heritage is mine, 
and I would hope an ever-increasing group of young men and wom- 
en may come to understand, and at least have more familiarity 
with what persuasive leadership may accomplish. 

11. I share with you, your concern about the pressures which 
have been put upon you to provide specialized training to prepare 
for threshhold jobs. This I think you cannot do. This, I think, 
would be unreasonable to expect you even to attempt. The impact 
of additional thousands of students in the near future will also 
prevent this possibility. 

There are those who hold the view that merchandising and 
marketing represent the processes of moving goods for which the 
need has already been created, demonstrated, and energized, so 
that it will always continue. Certainly this is not so, because it 
still takes salesmanship and persuasion to get action, to get 
repeat business, and to introduce new products and services and to 
continue the dynamic forces which contribute so much to our 
abundant life. We must recognize that the invaluable human being, 
the professional persuader, is the key tocommercial and industrial 
growth and continuity. 

12. Sometimes students wonder how what they learn in the 
liberal arts, in the humanities, and in the areas of commerce fit 
together to provide an understandable and useful body of know- 
ledge. When they come to understand selling and salesmanship, 
they see that they comprise the fine art of doing business for the 
seller while, at the same time, intelligently aiding the buyer to 
properly solve his problems. 

13. Some have said that selling and salesmanship cannot be 
taught because there is not intellectual content. Thisis, of course, 
pure rubbish and not in agreement with the facts of business life. 
If what I have done all my business life, and if the work which is 
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being done by my colleagues inour sister life insurance companies, 
and by my NSSTE colleagues in 99 other national commercial and 
industrial organizations, is not a part of our intellectual lives, and 
is not a real thing of importance to our companies, and to our 
various publics, then we should long ere this have failed. 

14. It is a common experience to hear younger people who 
enter selling, express themselves as surprised and disturbed that 
the field of selling and salesmanship had either been condemned 
or ignored during their undergraduate days. We do not ask you 
to do our work for us. We are not asking for specialized training. 
We ask only for broadened understanding, and for broadened edu- 
cational concepts. We ask it not for ourselves, not for our compa- 
nies, but in the names of your students, and for the benefit of the 
society of which all of us are a part, and which is constantly grow- 
ing bigger and stronger and more dynamic. 

Yes, there is a place in every curriculum for the understanding 
of the influence of persuasive effort upon the lives of all of us. 
Give it whatever label you desire, but give it understanding. 

In the Proverbs of Solomon we are counseled to ‘‘Get wisdom, 
get understanding. . .and with all thy getting, get understanding.’’ 
With deepest fervor I pray that you come to the concept which is 
ours, that the persuasive effort, the underlying function and the 
importance of professional selling, be accepted as here to stay, 
as vital to all of us, and, therefore, should be a part of the edu- 
cational processes for orienting the leaders of tomorrow in the 
classrooms of today. 


t 
2 
s 


AUTHOR INDEX 


Anderson, Sigurd Kibarian, Barkev 

Atkinson, L. Jay Kirkpatrick, C. A. . 393 
Balderston, F. E Kniffin, Fred W. .... 263, 328 
Beckman, Theodore N. .... Lawyer, Kenneth 

Blum, Milton L Lazer, William 

Bursk, Edward C. Lee, Maurice W. ....... 
Brink, Edward L Lindsay, D. R 

Brown, George H. Lockley, Lawrence C..... 
Clague, Ewan Malone, John R. 

Cox, Reavis Martin, E. Wainright .. 
Cundiff, Edward E. McNair, Malcolm P. 
Doiva, Weneil K. Monieson, David D. 
Doremus, William L. Phelps, D. Maynard 

Dowd, Lawrence P. ...... Rath, John J. 
Fayerweather, John Raymond, Harriet 
Gardner, Burleigh B Ruttan, Vernon ...... 
Goldman, Marshall I. Schneider, F. Russell.... 
Gorgon, Guy G.. . Seares, Al N. 

Greenlaw, Paul S. Simpson, W. Hunter 
Hancock, Robert S. Sindlinger, Albert E. 
Hansen, Harry L. Smith, Horace R 

Hill, Richard M. Smith, Wendell R. 
Hollander, Stanley G. Thurm, Samuel 

Kearns, Henry White, Wilford L. 

Kellar, Harold Wileon, Clark L. .. 
Kelley, Eugene J Yoder, Wallace ©. ...... 


| 


: 

. XUM 


q 


° 
. 
‘ 
q 
‘ 
a 
. i 
: 
‘ 
e 
. 
. 
‘ 
: 
. 
. 
. 
‘ 
: 
, 
‘ 


